SUS. ADy, ESTABLISHED 1539 


~ The COMMERCIAL and 
FINANCIAL CHRONICLE 


Reg. U. S. Pat. Office 





Volume 169 Number 4806 New York, N. Y., Thursday, May 26, 1949 Price 30 Cents a Copy 


What's s'Normal’? Some Deterioration, Western European Recovery— 


a 
Peestéent, Bernstein-Macaulay, But No Depression Not So Fast! 


Inc. By JOSEPH L. SNIDER* By WINTHROP W. ALDRICH* 

Economic adviser maintains none Professor of Business Economics, Chairman, Beard of Directors, Chase National Bank of New York 
of past eight years could be clas- Graduate School of Business, Haivard University 

sified as normal either as to pro- After an analyzing situation, Professor Snider lists as factors 
duction or prices. Declares pro- preventing severe depression: (1) heavy government spending; 
jected “normal” of both national (2) agricultural price support; (3) ample money and credit supply; 
product and national income to and (4) current sound banking situation. Foresees no such depres- 
be one-th'rd under 1948. Predicts sion as in 1920-22, and proposes as measures to prevent serious 
a 25% sales loss would entail business decline: (1) price policies that keep up sales; (2) reduc- 
65% profits reduction, with dras- ing costs; (3) shifting and spreading work; (4) gradual and not 
tic reduction in dividends. Con- precipitate inventory reductions; and (5) maintenance of capital 


cludes these factors justify cur- expenditure. Holds banks should be liberal with credit. 
rent “mysteriously” low stock 


market. 





Speaking in London, leading American banker sees improvement in 
Western European economic conditions, but warns when Marshall 
Plan aid ends there will still be substantial annual dollar deficits. 
Says trade barrier removals and currency stability can be accom- 
plished only by degrees and decries forced sterling devaluation. 
Lists as final remedies: (1) increased exports to United States; 
(2) greater United States tourist travel in Europe; and (3) in- 
creased United States loans and investments. 


I have just arrived in London after a trip through Western 
Europe which included Italy, France, Holland and Belgium, and I 

I shall undertake to present an analysis of the economic situa- nave been greatly impressed by the degree of recovery which has 
tion and some conclusions as to the prospects for business and prices. been achieved in each of these countries durtiig the two vears which 
Working with some of our in- i shall also@——— = os ——@have elapsed 


dustrial accounts, or considering inake some since i last 
& , 7 _,. EDITORIAL visited them. 


the purchase ? suggestions as 


of a_ security é J to measures I have also 
for investment wi which should S e ee t made a_ briet 
clients the § be taken to h stay in the 

question is ¢ j prevent the ‘ . ’ . . American zone 

frequently currentde- A Simple but Basic Economic and Social Philosophy in Germany, 

aske “Wha cline of busi- : ' and there I 

asked. “What : ea a A valued friend writes: --onivel fig 

volume should - ness from be- ; ; : ; _ | sound that the 

our company coming a se- “In your editorial, issue of May 12, captioned ‘As We | results of the 

achieve and yr rious depres- See [t. you ridicule the plan of the Secretary of Agricul- ee the 
rhe ‘ofits : sion. di. ea : : ,., zones occu- 

— nti, _ ture. How would you handle the agricultural problem, o tag vc 

should we ee ; és ° rt pat : S- 
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anormal tions have ‘tis not well-organized. — - of a new banking system for West- 
year?” been deteriorating since the latter “I would appreciate it very much if you would tell me ern Germany, together with the 
But then we come to the real part of 1948. The wholesale com- qaphat should be done.” assistance of Marshall Plan ex- 
$64 question—what is a normal modity price level turned down in is ; : — it penditures, have already had a 
" ss > Cc ~*~ Oc ea Area > 9QCc > NAc AVarV A . 2 
(Continued on page 42) Scptember of last year and has Such questions as these are often as ed, as every edl Ol | substantial effect on the produc- 
declined 7%. Industrial produc- knows, less in the hope of obtaining information than in the (Continued en page 28) 
See pages 23-25 for pictures — ey the ag eta tli eo belief that they will embarrass the publisher. Perhaps we;__ 
mee Pages av-- y feCS) turned down -cember al as ¢ —— . te . : : - de , ; . 
taken jorge te Porites Spring dnelinud 6% gp ore ge leset ge flatter ourselves in believing that in this case the Inquire! *An address by Mr. Aldrich at 
Gating of the San Demuiiass off 3% since December. Unem- would really value our views on this subject, but we hope |a luncheon of The Pilgrims, Lon- 
pa We . 


‘ don, England, May 23, 1949. 
Security Traders Association. 


W. W. Aldrich 


(Continued on page 41) not. In any event we shall assume that such is the fact. It ts 
also quite possible that we over-value our own ideas and 


An address by Professor Sni- their influence in supposing that others may be helped by a 
der before Pennsylvania Bankers : 


Texas Electric Association, Atlantic City, N. J., (Continued on page 32) St t d 
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of the first of 
| the preceding 
| Statements, I 
offer the esti- 





mate that our 

real per capita 

income in the 

fourth quarter 

of last year— 

the high 

quarter was 

not as much 

as 1% above 

a calculated 

income trend. 

| Few indus- 

trial wage 

earners John D. Gill 
worked over- 

time, i.e., above the 40-hour 
standard, assumed as economic 




























Strix & Co. 


INVESTMENT SECURITIES 


S$O9 OLIVE STREET 
St.Louts 1,Mo, 


Members St. Louis Stock Exchange 


































American Air Filter Co. 


Common 


Black Star Coal Corp. 


Common 


Kentucky Stone Co. 
5% Preferred 





tHe BANKERS BOND ce. 


Incorporated 
Ist Floor, Kentucky Home Life Bldg. 
LOUISVILLE 2, KENTUCKY. 
Long Distance 238-9 Bell Tele. LS 186 




























Terminal Tower Co. 
Cleveland, Ohio 


BOUGHT SOLD 


QUOTED 


WM. J. MERICKA & CO. 


Incorporated 
150 Broadway : New York 
Member Cleveland Stock Exchange 
Union Commerce Building 
CLEVELAND 














SR  ——— 


Since 1932 Specialists in 


_VIRGINIA—WEST VIRGINIA 


NORTH and SOUTH 
CAROLINA 


MUNICIPAL BONDS 
r. W. 


CRAIGIE&CO. 


RICHMOND, VIRGINIA 
Bell System Teletype: RH 83 & 84 
Telephone 3-9137 











for the immediate postwar period 


—and some_ industries’ work- 
'weeks were reduced for a time 
‘below the standard. Our indus- 
trial production was only 2!2% 


above the year before; was more 
than 20% below what, a few years 
earlier, we showed it could be. 
The stock market gave no reflec- 
tion of boom. The new records of 


economic activity, on which the 
boom corcept has been based 
really involved a_ belt-tightening 
process, in which personal con- 


sumption was restrained in order 
to get ready for greater outputs 
of consumers’ goods. 


But obviously we had substan- | 


price inflation in 1948, with 
associated burdensome mal- 
'adjustments. That is, the postwar 
price. rise continued well into 
1948, even though the downward 
turn began towards the end of 


tia] 
its 


the year, Thus the average whole- | 


sale price index for the year was 
more than 100% above its trend: 
‘the cost of living, 55% above its 
trend; average weekly wages it 
manufacturing 36% above trend. 
The average real wages of the 
latter group were only 11% higher 
than in early 1941, instead of the 
expected 22%. Some other seg- 
ments of the economy, however, 
much better— and 
| unincorporated —and 


fared farmers 


businesses 


some tared worse. Throughout 
'the economy many acts of a mar-| 


ginal performed, 
which, while suited to the exist- 
ent maladjusted conditions, would 


hature were 


“A talk by Mr. Gill before the 
National Association of Credit 
Men, Atlantic City, N. J., May 17, 


1949. 


moderate plant improvement, 


By JOHN D. GILL* 
The Atlantic Refining Co. 


Future Business Possibilities 


Petroleum executive predicts we will have no depression this year, but will be taking deeper breath- 

ing spell as we “fumble” with the transition to reduced plant improvement and greater supply of con- 

sumers’ goods. Concludes our economic problem is complex, involving reappraisa! of individual’s eco- 

nomic worth as producer and consumer; relation be:ween willingness to work and net incentive; and 
development in persons of strong desire for more goods and services. 


We had no boom last year. We will have no depression this year. But we are taking, | 
and may take a deeper breathing spell. as we fumble with the transition from much t 
and from inadequate to more consumers’ goods. In support 





@ — a - 


not be tolerated in a well-ad- 
justed economy. 

Why will there be no depression 
| this year? First consider the sim- 
Ple reason why we have had de- 
| pressions. I think the reason 
found in our ineptitude in making 

adjustments of dislocations be- 


tween prices, wages, length of the 


is 


| generaliy adopted work - week 
|output, and other lesser factors 
| which are part of the capacity- 


| to-produce-and-consume equation. 
In the past, with painful delay, 
adjustments have been made, with 


loss of production and all that 
goes with it through unemploy- 
ment. But, today, the business 


community is in a much stronger 


| position than ever to make ad- 
justments quickly. We have 
clearer ideas of what economic 


equilibrium means, and how im- 
portant it is; and of what must be 


done to achieve it. We are now 
cautiously groping our way to- 
ward it. 


A good example of groping is 
supplied by my own industry. I 
have never known a six-months’ 
period in which we have made so 
many small price adjustments 
mostly downward—while at the 
same time restricting production, 
without creating unemployment 


in order to correct inventory ex- 
cesses. The price changes have 
in the main tended to stimulate 


demand, which could be supplied 
readily out of the reduced current 
production and inventory with- 
drawals. Note at the same time 
'that the industry’s output restric- 
tions helped to lower the Federal 
Reserve Board’s index of indus- 
trial production, the downward 
movement of which has been in- 
terpreted by some as foreshadow- 
ing depression, 

For several months our national 


resultant of deflationary and in- 
flationary forces has been oscil- 
lating uncertainly back and 
forth. This is in keeping with 
the search for equilibrium. The 
effort is well supported by 
reason. We know that we 


cannot afford a depression 

for political reasons, national and 
international. We know that there 
is need for many adjustments, es- 
pecially of prices, downward. But 
in the past rapid price deflation 
has been catastrophic, having de- 
structive effects upon production, 
power 


purchasing 
Consequently. 


employment, 
and consumption. 


lacking experience in the control 
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of adjustment of prices from very | 


high levels, and fearing that the 
downward movement of prices | 
might gain great momentum, we 


have resorted occasionally to doses 
of inflation. The drift to lowe 
prices can proceed without neces- 
sarily lowering real income. In 
my Opinion, real income can ris¢* 
by use Of the productive capacity 
created in the last two years. This 
should be our aim. Higher real 
income would insure a closer ap- 
proach to the basic trend and <; 
continuous hovering about equi- 
librium. Thus we employ the ad- 
justing power of deflationary and 


inflationary forces. We need an 
economy that is continuously o1 
edge—heading into little booms 
and little depressions in quick 
succession, but never getting fa) 
into either. Such a state of af- 
fairs might be called economic 
equilibrium. I think we will find 
that it is essential to maximum 


growth. 

We are learning and practicing 
the techniques of control of a free 
enterprise economy. The terms) 
“control” and “free’’ may seen 
contradictory. As I use them here 
I think they are mutually consis- 
tent. It is generally accepted that 
there is no real freedom for the 
individual in the absence of com- 
pliance with unversally applicable 
restraints. Otherwise, there 
simply license and chaos. Even 
so in free enterprise. The test of 
the suitability of the control 
whether it maximizes production 


Needed 


is 


is 


Increased Production 

Nearly everybody seeks short- 
term forecasts, especially if the 
fashion is to predict depression 
But are we sound in trying te 
adjust our affairs to forecasts of 


depression in advance of need 
arising out of the pressures ol 
competition? Surely, there is no 


advantage to the whole economy 


in a business forecast which leads | 
dismiss | 
workers because of expected tem-| 


individual businesses to 
demand. In- 
is stimula- 
increasing 


porary decline in 
stead what is needed 
tion of production by 
consumption. 

How often have forecasts been 
in error? And would our actions 
to adjust to forecasted depressio! 
help to precipitate depression: 


We do not merely want to adjust | 


to depression: we want to avoid 
depression. Adjusting to _ fore- 
casted depression employs. the 


philosophy and technique of spec- 
ulation. Speculation 
Goes the speculator good, 
at the expense of others. 
We don’t need forecasts to teil 
us to raise or lower our prices or 
to trim essential operating ex- 
penses, or to borrow or reduce 
our loans, or extend or diminish 
(Continued on page 43) 
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What Other Dealers Have to Say | 
~ Regarding NASD and Its Policies — 


Majority of comments express belief that member- 

ship in NASD, rather than being helpful, actually 

is an impediment and needless expense. Claim that 
membership is “voluntary” assailed by dealers. 


It will be recalled that in last week’s issue we published 
a considerable number of comments received from dea!ers 
in connection with the pell conducted by the CHRC¢ 
in order to ascertain the true sentiments of the 
industry regarding the NASD. 
poll, incidentally, were given in the editorial, 
Congress.’ which appeared on the cover page of the May 19 
issue.) As we pointed out, such statements were in addition 
those carried in earlier issues which dealt exclusively 
with the opinions of dealers as to the impact of the NASD's 


securities 


5‘, mark-up” philosonhy on the market for securities of 
small business enterprises. This doctrine of price fixing, as 
indicated by the results of our poil, represents only one of 


| 
| 
| 


|demned as being equally distasteful and harmtul by 
| majorities of the ballots received via the poll. 





tion that the accompanying statements pertain 


'the counts of the indictment leveled against the 


|cruing to the entrepreneur. 


VASD by 
likewise con- 
heavy 


the securities industry. Other policies were 


Among them is the regulation oe ee members 
from granting discounts to nonmembers. The effect here 


as many dealers point out, is to make membership an abso- 
lute necessity in order to be on a par with merchants in 
other lines of business who, solely by virtue of their 
are entitled to the benefits, including wholesale prices, 
Thus, the dealers argue, 
contention that membership is the NASD is voluntary 
completely fallacious. 

It is with respect to this and other aspects of the situa. 
and. as al- 
ready nected, the initial ones were carried in these columns 
last week. In some instances, the source of the comment was 
indicated cn the ballot and in other cases they were made 
anonymously. Those in the latter category are distinguished 
by the sv mbol (*) appeering at the end of the statement. 
Where the firm neme appeared, we consider it a matter of 
fairness not to reveal it as circumstances preclude our seck- 
ing individual permission to do otherwise. 

2 NEW YORK CITy 


the 


In our opinion, the NASD has merely duplicated the SEC activi- 
ties, and has, to our knowledge, rarely taken any steps without con- 
sulting the SEC. As taxpayers, the securities business and the gen- 
eral public are contributing to the expense of the SEC, but the 
securities business only is supporting the NASD, without benefit ef 
any business promotion help from the NASD. In a business as de- 


there is no need, nor room for twe regulatory Dbodies.* 


PHOENIX. ARIZ, 


pressed as ours, 


anonymously. 
(Continued on 
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Wholesaling Rail Securities 


By HENRY OETJEN* 


Partner, McGinnis, Bampton & Sellger 
Members, New York Stock Exchange 


Rail securities specialist stresses importance of knowledge and proper analysis in wholesaling cf secur- 
ities, and cites illus‘raiions related to railroad industry. Says necessary information required for whole- 
saling should be obtained directly from primary sources, and should be presented in a manner which 
highlights specific information you are dealing with. Gives points in evaluating new securities of 


reorganized railroads. 


I believe the first thing I should tell you is a little bit about my background, so you 


will have some idea of how I got into this pariicular type of business. 


I have always been 


in the bond brokerage business and after my apprenticeship, specialized in one type of 


sei arity,* 
namely 
railroad se- 
curities. My 
reason for se- 
.ec.uing this 
particular 
field was 
purely acci- 
dental. The 
iirms [I was 


associated 
which 





with, 

were only 

ihree in num- 

ber in 23 

yeais, had the 
Henry Oetjen background of 

railroad 


securities as their prime piece oi 
merchandise to sell. Naturally, | 
my interest was aroused regard- 
ing that particular subject and 1 
attempted to learn something 
about it. 

I think the first and most im- 
portant thing for you gentlemen 
to remember is that if any of you 
are going into the selling of a 
particular industry, you 
try to prime yourself to be one 
of the top men in that industry 
so far as knowledge of it is con- 
cerned. Now, that may sound 
like a hard proposition. It isn’t, 
if you like to work. If you like 
to work to begin with, you can do 
the job by studying and getting 
the basic fundamental knowledge 
necessary to cope with almost any 
situation that will arise. 

Take as an example the rail- 
road industry. There are in the 
industry 132 Class I railroads, all 
regulated by the Interstate Com- 
merce Commission, You will say 
that it is pretty hard for any one 
man to get a fundamental, basic 
knowledge of all 132 Well 
frankly, it is, but it isn’t necessary 
to do that. I don’t think it. is 
necessary to do that in the public 
utility industry, the chemical in- 
dustry or the textile industry, or 
any industry 
large number of separate and dis- 
tinct entities But you 
can take a certain number of the 
companies in that particular field 

“A lecture by Mr. Oetjen, one 
of two, the 13th of a series in a 
course on Investment Salesman- 
ship, sponsored by Boston Uni- 
versity and the Boston Investment 
Club, Boston, Mass., April 26, 
1949, 


rails. 


Where you have a 


involved. 


should | 


and study them and get a very 
adequate working knowledge a 
far as finances, Management and 


production are concerned. 
Analyze Your Industry 


I think the best way to do that, 
as I did in the railroad field, 
first analyze your industry. 
There are, as I stated before, 132 
Class J rails. About 41 of them do 
about 85% of the total rail trans- 
portation business and the other 
91 are scattered smaller railroads, 
each doing a little over a million 
dollars a year gross that are of no 


is 


interest to us, because you can't 
wholesale them to begin with. 
They should be financed locally 


in tne territory which the raiiroad 
serves. 

It is therefore rather obvious 
that you should interest yourself 
in the 41 larger situations and let 
the others go by the board. Con- 
centrating on the 41 roads should 
round out your knowledge and 
permit you to talk with authority 
regarding them. It is something 
that you will only get if you like 
the industry and enjoy doing the 
work. The extra curricular work 
necessary to obtain the knowledge 
can be enjoyable and eventually 
enable you to go before a group 
of salesmen and discuss your sub- 
ject intelligently and lucidly. 

I realize you gentlemen have 
heard a lot from your previous 
speakers regarding the hard work 
necessary to be a successful sales- 


men. I do not like to be repeti- 
tious On this subject but up to 
now no one, government, political! 
groups or divine inspiration can 
take the place of it. 

In order to do a wholesaling 
job, it is necessary that you have 


an audience to present your cas 
to. Naturally, this audience must 
be made up of salesmen an 
investment firm who do business 
with the public. It is therefore 
necessary to convince the sales 
manager of that particular firm 
that your story is interesting and 
that it has enough possible appre- 
ciation and return to warrant his 
salesmen presenting it to their 
clients. When you first start this 
type of selling, it is necessary for 
in fir} 


Oo}! 


you to go cold to such a n 


and present your If 
have any marked degree of suc- 
at the start. contacts 
will be more easily made as time 


story. you 


cess vour 
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zoes on. I have found this to 
true and in my travels around the 


country to the various cities that 


De 


I visit, | always make it a point 
to drop in and visit with the| 
sales manager or a senior partnei 


of some tirm with whom my fir 

or myself has not done busines: 

with the idea of at least creating 
an interest to begin with and per- 
haps on the next visit sitting 
down with the salesmen and Gi: 

cussing Some worthwhile 
gram. 

I would like 
first experience 
merchandise first 
manager and then to the sales- 
men. We had an account in our 
office that at one time had done 
a rather extensive business in rail 
securities. It had, through negli- 


to 
in 


give you my 
selling n 
to the 


i y 


or} +. 
seaiCs 


gence and lack of follow-up, de-| 


veloped into what might be called 
a agormant eccourt. 1 wrote them 
a letter. They happened to be 





Prices for Reprints 
print 
The Boston Investment 
Club has announced the 
following schedule of 
prices for copies of a bro- 
chure which will contain 
all of the lectures on In- 
vestment Salesmanship 
that are being published 
serially in the CHRON- 
ICLE: 1 to 10 copies. $2 
each; 11 to 50 copies, $1.75 
each; 51 or mere, $1.54 
each. Orders should be 
addressed to the Boston 
Invesiment Club, Box 
1604, Boston 5, Mass., and 
checks made payable to 
the order of the Club. The 
lectures, the most recent 
of which appears on this 
page, are being sponsored 
by the Boston Investment 
Club and Boston Univer- 

sity. 








situated in the Middie West. and 
I stated that I was coming out to 
visit them. 
and courteous people, agreed to it, 
but without any great degree of 
enthusiasm. 


| that 


Optimistic Factors in 
The Business Outlook 


ARNO H. 


35 


TOHNSON * 


Vice-President and Director of Media and Research, 


Walter Thompsen Company, New York 


Adveriising executive, contending there should be no pessimism re- 
garding business and employment situation, presents as basis for 
high and increasing consumer purchasing power: (1) increasing 
number of employed persons, despite some unemployment; (2) 
improved real purchasing power of all groups; (3) surplus money 


for discretionary spending is four 


times that of 1940; (4) backlog 


of savings is three times greater; and (5) consumer debt is low in 
relaticn to income. Stresses demand must be created by advertising 
and other means to provide continuing and expanded market, and 
concludes U. S. standard of living can be doubled over present level. 





Arno H. Johnson ; 
increased 


markets the 
potential upward surge in demand 
for goods and services that should 
result from increased standards of 
living made possible by our war 
proven productivity and our rec 
ord high level of consumer pur 
chasing power. 

Here is asummary of some facts 
about consumer purchasing power 
point the possibility ot 
higher standards of living for the 
American people and to higher 


to 


demands for goods and services as 
families move to take advantage 
of the opportunities for bette: 
living. 

(1) Total disposable personal 
income after taxes in the first 
quarter of 1949 at an annual rate 
of $197 billion was over two and 
one-half times the 1940 level of 
$75.7 billion and was up 7 ove! 
the seme period of last ye 
(first-quarter of 1948). 


(2) Real purchasing power after 


ll] correction for both taxes and 
prices js 53% higher than in 1940 
and is 6% higher than in the 


first-quarter of 1948. This reflects 


the increased ability of consumers 
to buy goods and services as 
measured in units or improved 


quality. 


3) The surplus income avail- 


‘able for discretionary spending or 


They, being very nice} 


This, you must re-| 


member, was my first attempt and | 


I was unknown to them, 
ever, I 
and arrived 
one morning. A partner in 
charge of sales took me into a pri- 
vate office and subjected me to a 
grilling on rail securities that 
lasted over three hours. 
of the better salesmen came in 


after lunch and started in all over 


again. By late afternoon 


least I knew what I was talking | 
about. The only dcubt that re- 
nained in their minds’ was 


they 
seemed to be convinced that at} 


whether or not I had enough sales 


How- | 
decided to make the trip} 
at their office early | 


Several | 


} 
| 
| 
| 
| 
| 
| 
| 


| 
| 





| 
| 


saving is four times as great as 
prewar at the rate of over $103.0 
billion now compared to $26.5 bil- 
lion in 1940. This is the amount 
of money available over and 
above what would be required to 
maintain a 1940 standard of liv- 
ing for the broad basic items ot 
food, clothing and shelter. This is 
available at the discretion of the 
consumer for raising the standard 
of living over 1940. 

(4) The backlog of accumulated 
savings of individuals totalling 
over $200 billion at the end of 
1948 is over three times the 1940 


level and has a real purchasing | 
power at today’s prices about 
double the purchasing power of | 


the savings that existed in 1940. 


(5) Consumer debt is unusually | 


low in relation to savings or io 
disposable income. Debt could be 


ability to present it in speech! increased 100% without exceeding 
A : . C set} ’ 90} So. 7 . 
form to the sales force. It was the 1940 ratio to savings it could 
lesited ’ ' , | be increased over 60% without 
van 2 . © QQ 9 vn U7 c . ° ys 
cecicea to cnance it anyhow SO) exceeding the 1940 ratio to dis- 
the next day the salesmen and} 


some customers, totaling about 4( 
in number, sat down anc 
talk, 


Continued on page 


U ~ 
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I am.very ha] 


26) 


to my 


Y\t? 
+} 


J 


listened 


t) 





posable income. 


“An address by Mr. Johnson 


before the American Marketing 
Association, New York Chapter 
New York City, May 19, 1949. 


In the face of growing pessimism and talk of depression and 
unemployment let’s take a realistic look at some basic facts that 
make this a period o: great opportunity 

Now with the long vaited buyers’ market at hand, the pipe 

lines filled,¢ 

most de- (6) There have been some really 
ferred de-._ startling shifts upward in the dis- 
mands _ satis- | tribution of families by income 
fied, price, groups. Even after deducting Fed- 
maladjusi-'!eral taxes which apply more 
ments partly heavily on the upper income 
corrected and groups about 16 million families 
the most have moved up above the level 
pressing} of $3,000 after taxes from the 
danger of fur- | $1,000 to $3,000 level in 1941. Over 
ther inflation 21% of the families now have in- 
averted we comes over $5,000 after taxes com- 
can get to) pared with 4% in 1941 and over 
work on the|50% have incomes over $3,009 

. real oppor-| compared to 16% in 1941. 

TEnICY Fer (7) Employment in the first- 


quarter of 1949 was at an all time 
peak for this time of year and 
averaged 204,000 greater than the 
same period of 1948. About 14 
million more civilians are em- 
ployed in non-agricultural pur- 
suits now than in 1940. Average 
weekly earnings in non-agricul- 
tural industries in the first-quar- 
ter of 1947 were double the pre- 
war rate and 5% higher than the 
same period of 1948. 

All of this indicates that we 
have high level of purchasing 
power from current income plus 
potentially powerful increments 
to purchasing power through the 
huge backlog of savings and the 
low ratio of consumer debt if con- 
sumers should choose to utilize it 
in changing their standard of liv- 
ing 


| pite ol 


a 


this increased ability 


to buy, people have been hesitant 
because of anparent lack of confi- 
dence in the future, fear of de- 
pression, resistance to prices or 
in anticipation of lower prices, 


and perhaps because business men 
themselves not doing enough 
to convert purchasing power into 
purchases. The ratio of advertis- 
ing expenditures to national in- 
come, for example, was only 1.8% 
for the year 1948 whereas during 
the 44 years of our prewar growth 
from 1890 to 1934 the ratio of 
advertising expenditures to na- 
tional income ranged between 3°% 
and 4%. 

The extent to which the public 
is holding back on buying is indi- 
cated by the fact that during the 
first quarter of 1949 savings were 
estimated to be at the rate of $2] 
billion a year or almost double the 
rate of $11 billion for the same 
period a year ago. Savings in 
1940 were only $3.7 billion. 

Or, to put it another way, dur- 
ing the first quarter of this year 
people saved 10.7% of their dis- 
posable income after taxes as con- 
trasted with only 62% a year 
|ago and 4.9% in 1940. 

In disregarding these facts on 
purchasing power we have done a 
fairly complete job of talking 
curselves into a depression. Ac- 
cording to the “Fortune” survey 
(May, 1949) over 60% of the pub- 
lic is now expecting a period of 
depression and increased unem- 
ployment. 


are 


Unemployment Over-Emphasized 
There has been a tendency in 
the last few months to emphasize 
the rise in unemployment with- 
Continued on page 36) 








Volume 169 THE 


Number 4806 


COMMERCIAL 


Q. 
Oc 


FINANCIAL Ci 


TRONICLE 

















) 
Steel Production | 
Electric Output 
Carloadings 
Retail Trade 
Commodity Price Index 
Food Price Index 
Auto Production 


Staite of Trade 
and Industry Business Failures 


\ = 


™ Pg picture of total industrial production last week was likenec 
=ry much to that of preceding weeks, declining sligntly but showing 
no appreciable variation from that of the corresponding period in 1948 
_As to the employment situation, the Bureau of E . 
curity reporting for the week ended Mav 7 1 
for unemployment insurance fell 1% 
week previous, while initial claims in 

















mployment Se- 
, Stated that total claim: 
from tne postwar neak of the 
the same period rose by 10% 


7 ee Motors Corp. on Monday of this week adhered to the 
iormuta it set in’ February by again reducing auto and truck prices 


in keeping with a downward adjustment in the cost-of-living allow- 
ance ¢t 4 aI ttc > , . j ° : 
ance to be paid its employees. The reductions range from $10 on al | le, Ml, 


| 
| 





Chevrolet cars and trucks to $49 on the largest Cadillac cars, aver- | 


aging less than 1% on the corporation’s entire line. Its wace formul: 
is linked to the consumer price index of the Bureau of Labor Statis- 
tics. This index rose slightly between March 15 and April 15 but 
not enough to offset a sizable drop since January. Ags a consequence 
Wage rates at General Motors plants will go down one cent an hou: 
in tie three months ending Aug. 31. They were cut two cents an 
hour in February on the basis of the Januarv index. Thus. the three- 
cent hourly wage boost granted its workers last July will be wiped 
out. Ifowever, they will receive three-cent increase May 21 
under “annual wage improvement” provision. . 


a on 


an 
A li 

this ear sh yuld exceed that of 1948 judging from the increase in 

exports during the first quarter, according to “Business Week.” 


a L _ d States exports during the first quarter ran at an annual 
rate of $13,190,000,000 or 4% ahead of last vear. However. because 
jl va wae sagging, the actual rise in terms of volume was 
near'!v % 


The publication says that government analysts expect the presen! 
rate to continue all year with an outside possibility that the total 
may hit $13,500.000.000, making 1949 the third largest export year on 
recor¢ : 

The big question in the analysts’ picture is prices. the article 
notes. “If they crack. a lot of foreign buyers might hold oft purchases 
in the hope of picking up goods at stil! lower prices. ‘Then there 
would be no telling where our 1942 exports would wind up.” ; 

lowever, the chances are against 2 crackup since this year’s ex- 
ports have some solid stuff behind them. Besides the big spending 
program for foreign aid, the United States is now importing goods 
at a $7,209,000.000 annual rate, a new peak. The article explains that 
this means spreading Yankee dollars throughout the world—into 
Asia, Africa, Latin America and Canada as well as Europe. 

“And these dollars are coming right back to the U. S 
our goods.” the article adds. . 


to buv 


While business failures continued to increase in April, the rate 


of increase dropped to 3% from 24% in the preceding month. At 
oro 3 fo 3 ‘Neo ar ries 9c , ' 
578, April failures were twice as numerous as a year ago. But they 
were considerably below the con:parable prewar mouth in 1940 when 
1,291 businesses failed. 

Tne rate of failure ver 19,000 concerns in business. as indicated 
»Y — Failure Inde x, rose to 39 in April. This incex projects 
monthly failures to an annual basis and is adjusted for seasonal 


variations 

While the liabilities involved in April failures tell to $31.945.000 
from the March high, they were twice as large as a vear ago. In 
fact, casualties this April had heavier liabilities than in any other 
April since 1935. 

Failures increased 
country. 

The promotional efforts of many retailers were helped by favor- 
able weather in many parts of the nation last week. Total dollar 
volume of retail purchases continued at a high level in the 
with shoppers buying slightly less than in the similar week last vear. 
The interest in seasonal merchandise continued to be high. 

Wholesale volume too, was sustained near the high level of the 
previous week with dollar volume o!f wholesale commitments very 
moderately below that of the corresponding week in 1948. Collec- 
tions were slightly more prompt, however, than a few months 
In secuons. 

STEEL OUTPUT IN CURRENT WEEK SET FOR SIXTH STRAIGHT 
WEEK OF DECLINE MARKING LOWEST LEVEL OF 1945 
Factors are contusing and irritating to some people in the stce! 


slighily in April in most sections of the 


VOFf 
Us 


mally 


rarket this week. A placid or wishtul thinking attitude on the 9ut- 
look does not jibe with the facts, according to “The lron Age,’ 
national inetalworking weekly. Current outout and backlogs are 


good for July at least, but beyond that point the situation is takin: 
ona pattern which is more and more likened to that of 1937-38 when 
orders dried up overnight and custoiners went cn a hand-to-mout? 
buying slowdown. 

There no ionger any doubt that steel consumers are in the 
inidst of a serious paring down of inventories. Some users, state 
the trace magazine, started to do this some time ago, but the great 
majority ere now in the process. Many in the steel indusiry feel 
however, 


is 


low that they would be caugnt short in case ai unswing develops 
in general metalworking business. 
\ lot ot steel users have been carrying large supplies and 


have been buying on a 60 day basis but all this is changing rapidly 
The reason is simple, according «o “The Iron Age.’ Inventory tooms 


| 
| 
| 


| 


week | 


cause of the then widely 


The Economic Outlook Not So Healihy 


By H. E. LUEDICKE* 


[Executive Editor, New York “Journal of Commerce” 
Dr. Luedicke, asserting phrase “we are in a healthy readjustment” is hard to swallow, finds it ex- 
tremely difficult to go along with the Washington formula that “we are in a process o: healthy dis- 
inflation.” Says there is a cyclical downward trend which could reduce production to 20% below 
postwar peak by end of year. Holds present high purchasing power overrated, and contends substantial 
reductions in heavy goods output will cause secondary waves of adjustments ia most non-durable 
products. Looks for government anti-deflation policy, and sees no likelihood of heavy bankruptcies. 


Two months ago when your program chairman asked me to polish my crystal ball anc 


clearer than i.¢ 








was tL we 
months ago. 
‘ April was 
4 supposed to 
; bring the 
needed clari- 
: fication: one 
way or the 

other. 
Obviously, I 
outsmarted 
myself. The 
tack is not 
easier today 
as can be 
readily 
Dr. H. E. Luedicke demonstrated 
by the wide 


} ’ } ees ar _— Inita Te . ° . ° : . 
hough prices are lower, the United States export business for| variety of opinions which cur- 


rently exist among business men 
and economists—with respect to 
the immediate future as well as 
long-range. 

To discuss business trends be- 
fore you is a particularly tough 
assignment because, in the course 
of your business, you must con- 
stantly keep up to date on busi- 
ness developments. 

That is why I am not going to 


bore you with a long recital of 
current business data. I won't 
even group them into favorable 
and unfavorable factors. 

Not that it is without value to 
present the contradictory forces 
working in the economy at any 


particular time in such a way but 
I myself always feel rather let 
down when presentations of the 
favorable and the unfavorable 
factors end up with nothing more 
than the advice to proceed cau- 
tiously; to wait and see before 
you jump: or, in a little more 
colortul language, to play them 
close to your vest. I am sure, you 
must feel the same way about 
this. 

Similarly, you must be sick and 
tired by now of the constant repe- 
tition of such statements as that 
there can be no repetition of 
1920: that no “deep” recession is 
in store; that nothing can go 
seriously wrong this time because 
of the high level of government 
expenditures; that the present 
business decline is really a bless- 


ing in disguise; that we are in 
'nothing more than a “healthy” 


| disinflation. 


The one about the “healthy re- 
adjustment” is particularly hard 
to swallow. With people going ou 


of business to the right and left 
oi you, it is all too obvious that 


this type of healthy readjustment 


| is mighty painful for many of us. 


that it is not sale for customers to let their stocks get so | 


large or small depending cn the size of incoming orders for finished | 


manufactured items. It is also afiecied by the flow of steel from the 
steel mill. This week many stesl consumers are finding orders for 
their products continuing te tall orf plus the fact that their inventoi,s 
reduction program is not keeping pace with the drop in new business 
and further, steel orders placed some time ago rolling into 
plants on time. ; 


are 


(Continued on page 39) 





| Atlantic City, N. 


jac, avr tar too many. 

Let the politicians in Washing- 
ton argue about the proper term 
for the current business decline- 
whether it is a recession or merely 
disinflation: what you are inter- 
ested in—eéend that can be ex- 
pressed in words of one syllable- 
is how far the drop will go and 
how long it will last. 

It is not enough to let it go with 


ee 


i‘ssuch statements as twat the reces- 


ion will not be “deen” or that i* 
wont be protracted. How deep is 
deep? And what is a moderate “re- 
cession”? A decline of perhaps 10% 
f-qm lest year’s peak? Or 15%? 
Or maybe some would even call 
a 20% drop moderate. I do be- 
ileve that 14 an economist accepis 
an invitotion to sneak on husiness 
trends, he should be willing to 


“An address by Dr. Luedicke 
before the Conference of the Na- 
tional Association of Credit Men, 
J., May 18, 1949. 








held be 


bring it along to the Credit Congress at At’antic City, I felt rather safe in accepting be- 
lief that by mid-May the business outlook would be mu 





express his projections in terms of 
such accepted and widely used 
yarasticks as the Federal Reserve 
Board index of industrial produc- 
tion and the Bureau of Labor in- 
dex of wholesale prices even | 
though _ such. crystallizations | 
should be taken direction | 
markers rather than exact pre- 
dictions. 


as 


Greatest Pitfall in Forecasting 

The greatest pitfall in business 
forecasting today is the acceptance | 
and repetition of widely circulated | 
cconomic cliches as if they were} 
gospel truth. Most of them are} 
half-truths at best and, therefore | 
particularly dangerous. 

Let me give you a few exam- 
ples to illustrate this point: 

(1) We are told that prices can't | 
come down much because produc- 
tion costs, particularly for labor, 
are inflexible. Who says that pro- 
duction costs always determine 
prices? And who says that costs 
can’t come down? 

(2) We are told that inventories 
‘are nothing to worry about be- 
cause the ratio of stocks to sales 


ch 





ernment should not be underesti- 


mated? 
One other word of warning 
seems appropriate here. There is 


a constant necessity of checking 
one’s specific business decisions 
egainst the background of general 


'economic trends. But in doing this 


care must be exercised not to be 
misled by generalizations. 


How Credit Is Affected 


With these preliminaries out of 
the way, what about the economic 
picture as it affects credit today? 

What about production, sales, 
costs, prices, e®rnings, working 
capital, inventories, and the avail- 
ability of credit? 

Business opinion today is sharp- 
ly divided into three different 
camps. There is extreme pessi- 
mism in one camp and an emaz- 
ing degree of optimism on the 
opposite side. In the middle, we 
have a large sector of business- 
men and economists who are will- 
ing to say only that the situation 
today is in such a precarious bal- 
ance that the pendulum can easily 
swing in either direction. 

They usually add that either the 





still is about the same as prewar. 
That may be so but isn’t it true 
that inventory positions always 
look best just before they turn 
sour? And that can happen over- 


' night. 


(3) We are told by some econ- 
omists that nothing can go wrong 
this time because the Administra- 
tion won't let it happen. We know 


that the Administration will not 
stand idly by when the decline 
becomes more pronounced. But 


we don’t know as yet when the 
Administration will act; how much 
money it will spend on its efforts 
to reverse the deflationary trend; 
and what specific forms such gov- 
ernment intervention will take. 
%ther economists are arguing 
just as heatedly that no amount of 
government intervention will save 
But | 
that 
Gov-!| 





us trom serious recession. 
there 


economic 


a 
evidence 
the 


isn't ample 


the 


of 


power 


next six months or the next year 
will bring the answer to the ques- 
tion of whether or not our econ- 
omy can pass from the postwar 
inflationary boom into a period of 
sustained high level activity at a 


lower price level without an in- 
tervening recession of consider- 
able depth 

Each of these opinions boasts 
important spokesmen whose 
names command respect. Yet, ob- 











viously they cannot all be right. 

The same economic statistics are 
available to all. Very little basic 
economic information today is of a 
confidential nature. Then, how 
can expert opinion be so divided? 

The obvious explanation is that 
these different experts attach dif- 
ferent weight and significance to 
individual factors in the present- 
day picture; often over-emphasiz- 


‘ing one special aspect of the situa- 


(Continued on page 14) 
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Business Needs Gold Base 
And Realistic Exchange Rates 


By PHILIP CORTNEY* 


President, Coty Ine, 


Mr. Cortney, representing NAM before the United Nations, terms international gold standard indispens- 


able for free convertibility, multilateral trade, and 
ancing of budgets together with reduction of ¢ 


Associatic 
h 


probl m ot em} 


vel of 


r 
i mney 


Che Nationa! 
so a hich le 


! 2% 
~oyment in ¢ 


“A 
we ts 
which 
>¢ ta i « 
planned econ- 
omies 
that the) 
plan th 
ics 
avold 
ploy 


a)} 
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econom SO 
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ment at 
times. It re- 
to be 
een whether 
socialistic 
planned econ- 
omies are 
compatible 
with free so- 
cieties as understood by the west- 
ern Civilization, It is certain, how- 
ever, that full employment poli- 
cies devised by socialistic 
planned countries, entail balance 
of payments difficulties and re- 
strictionist practices in interna- 
tional trade. Exchange controls 
are not only destructive of inter- 
national trade, but are a diabolic 
weapon against human freedom. 


meins 


Philip Cortney 


as 


Therefore, aS we see it. we should | 


make certain that the means rec- 
ommended to maintain a high 
level of employment do not de- 
stroy human freedom and human 
rights. Furthermore, our free so- 
ciety is not only concerned with 
the maintenance of employment 
per se but also with the increase 
in the standard of living. I agree 
vith the French delegate that a 
free society cannot avoid valleys 
and peaks in its economic activ- 
itv, but it can mitigate the ampli- 
tude of business fluctuations, and 
ve can alleviate human suffering 
cesulting from the business cycle. 
So that we avcid any misunder- 
standing, I wish to make clear 
that by a free society in this con- 
iext I mean _ ftirstly countries 
which permit the free emigration 
of their citizens. The right to leave 
a country is the basis of all other 
human rights. A free country, as 
we understand it. recognizes the 
right of an individual to work or 
rot to work, and the right to get 
the best job he possibly can. In 
a free society the consumer is free 
io use the product of his work in 
purchasing whatever he wants 


II 

The United Nations is dedicated 
to international cooperation and 
the maintenance of peace. We are 
convinced that free multilatera! 
trade is the best economic servant 
of peace, and that economic na- 
tionalism is the worst enemy of 
international cooperation. Hence 
it seems obvious to us that the 
solutions to particular national 
problems should be sought by 
methods compatible with the es- 
sential requirements of economic 
international solidarity. High lev- 
els of productive employment, the 
and the 
maintenance of a country’s foreign 


furtherance of progress, 


payments in a condition of long- 


run balance are entirely compat- 
ible with the preservation of iree 
international trade. 

“Statement made by Mr. Cort- 
ney on behalf of the National 
Association of Manufacturers be- 
fore the Economic and Employ- 
ment Commission of the United 
Nations on the problems of main- 
taining full employment, May 19. 


1949. 
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Other 


tries like Russia. 
It is natural that e 
country should be 
the problems particular to 

We submit, however. that 

national cooperation requires tnat 
each country should have AT 
for the effeets en other countries 
Of its domestic policies for main- 
taining a high level of productive 
All countries should 
advised to seek a 
national 
within the framework 
international economic sys- 
Therefore we suggest that 
the Economic Council recommend 
to all countries that they should 
seek to avoid, in domestic policies 
for a high level of productive em- 
ployment, measures which have 
the effect of hurting other nations, 
or measures which have the effect 
of restricting international trade 


Il 

International Aspects of 

Empleyment 

In the light of these preliminary 
remarks we wish first to make a 
few comments on the report of 
the Third Session of the Sub- 
Commission on Employment and 
Economic Stability. My remarks 
are related mainly to the inter- 
national aspects of tull employ- 
ment plans. 

The report of the Sub-Commis- 
sion stresses the following three 
ooints: 

(1) Domestic planning 
employment; it seems to 
age the individual countries 
plan their economic policies 
dependently of each other. W<« 
submit that as a result of such 
an approach it will soon become 
clear that the national plans o! 
other countries and foreign eco- 
nomic developments will affect 
the domestic plans of each plan- 
ning country, and create strife 
among independent nations. 

(2) The second emphasis of the 
report of the Sub-Commission is 
On balance of payments difficul- 
ties. In the name of balance oft 
payments difficulties most of the 
countries express their intention 
to have recourse to import restric- 
tions, which are only an alterna- 
tive for exchange controls. We 
doubt that anybody would deny 
the fact that full employment pol- 
icies in accordance with Keynes- 
ian principles’ will necessarily 
create balance of payments diffi- 
culties, In this connection, Pro- 
fessor Robertson’s remarks in an 
article published in the ““Economic 
Journal” in December. 1947 seem 
to be particularly pertinent: 


COnCe 


li- 


strongly 
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“T have been much encouraged 
observe, in the commentaries 
of thoughtful persons during the 
last few months, a growing em- 
phasis on the connection between 
external problems and _ internal 
policy. There has been a growing 
tendency to rediscover that what 
are politely called ‘balance of 
payments difficulties’ do not nec- 
essarily drop like a murrain from 
heaven. but that any nation whic) 
gives its mind to it can create 

for itself in half an hour 


to 


them 
with the aid of the printing press 
and a trade union movement.” 
(3) The third concern 
sized by the report is the one 
garding the dollar problem. 
The report of the Sub-Commis- 
sion expresses its disapproval of 
import restrictions while it com- 
mends nationalistic policies of 


empha- 
re- 


scclety. 


countries. 


+ equilibrium. 


h'gh productive employment in free society. Maintains 
»vernment expenditure necessary for monetary order. 
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rested tn the problem of 1 
inere 1s 


apparently no 
like 


Great Britain 
nomk 


pDilanning tor 


ent To rec 
planninp with requiren 
ternational trade 
sicn recommends 
sources of the International Mo 
etary Fund be increased so a 
to be adequate to enable nations 
“to proceed through a depressio1 
without resorting to deflaticn o1 
import restrictions.” On this poin 
the Sub-Commission seems to m« 
to be inconsistent. It wants t« 
eat its cake and have it too. The 
Sub-Commission is aware of the 
fact that full employment policies 
on Keynesian principles, un- 
derstood at present, would neces- 
sarily bring about balance of pay- 
ments deticits. Therefore, the 
Sub-Commission apparently ar- 
gues that in order to avoid import 
restrictions which such deficits 
would make necessary, the Fund 
would be requested to finance 
deficits resulting from an exces: 
of imvorts over exports. If the 
Fund should follow such a policy 
it would only perpetuate the dis- 
With the kind o 
recommended by the Sub- 
Commission we fail to see how 
balance of payments difficultie: 
would ever be corrected. We are 
of the opinion that if a country 
pursuant to a depression, sulfei's 
a reduction in its exports, sue 
problem can be solved not by the 
economic insulation of such % 
country, but by close economic 
cooperation with other countrie 
and by the flexibility of its cost- 
price structure. 


oncile Cconoini 
1ents of in 
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that the re¢ 


the 


mis 


as 


policy 


We wish to commend the report 
submitted to vou by the Inter- 
national Monetary Fund include 
in Document E/1111. The Fun: 
was not devised to further nation- 
alistic economic planning. One 
of the main purposes of the Fund 
is to eliminate persistent balance 
of payments difficulties and tc 
restore the free convertibility of 
currencies. As the report of the 
Fund well remarked, “It is 
charged with the responsibility to 
shorten the duration and lessen 
the degree of disequilibrium in in- 
ternational balance of payments.’ 
Be it said in passing, Article 21, 
and particularly 21.4(b), and Ar- 
ticle 6 of the I.T.O. Charter signed 
in Havana, undermine this fun- 
damental undertaking of all mem- 
ber countries which are parties in 
the Fund. 

In summary. We are of the opin- 
ion that the recommendations oi 
the Sub - Commission 
the Fund are not sound or realis- 
tic because they would perpetuate 
the causes of balance of payments 
difficulties and would require ex- 
orbitant means of financing, 
which is not practical politics, 


IV 
Free Convertibility 

It is apparent that the infla- 
tionary phase of the postwar boom, 
is waning. As we see it, the main 
problem confronting us presently 
is how to restore monetary order 
and reestablish the free converti- 
bility of currencies. We submit 
that without the restoration ol 
free convertibility of currencies 
there is no solution to the problem 
of maintaining a high level 
productive employment in a free 
society, and to the problem 
expansion of international 
We further submit that only 


(Continued on page 39) 
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Britain Fears a Slump 


By 


PAUL 


EIN ZIG 


Dr. Einzig reports confidence in avoiding serious slump both in 
U. S. and Britain has weakened considerabiy, and British economic 


experis now fear general fall instead of rise in world prices. 


Note S 


recent decline in British exports and sees growing difficulties facin: 


Beituin’s drive for export expansion. 


Poinis out world locks 


Washington to avert slump. 
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Pow] Ejinzig conti- 

has 
weakened considerably, howeve! 
during recent weeks. They are 
becoming increasingly uneasy 
about reports on the progress ol 
trade recession in the United 
States and avout the apparent 
inability of the American authori- 
ties to check it. And they are 
growing Jess and less contiden 
avout Britain's chances ot re- 
maining isolated from an Amer!- 
can slump. 

The sharp fall in the value o 
British exports during April has 
.ealt g ruae blow to complacency. 
It has made all but a few extreme 
optimists realize that, notwith- 
standing any Keynesian policy of 
‘ull employment, Britain is still 
expcsed to reactions to setbacks in 
world trade. A lew months 
British experts were hoping and 
praving for a fall in world prices 
for the sake of obtaining an 
improvement of the terms 0! 
trade which changed considerabls 
against Britain in 1947 as a result 
of the rise in world prices. Now 
they have come to realize that. 
after all, Britain stands to lose 
rather than gain by a relapse in 
world prices. First of all, owing 
to the operation of a large num- 
ber of long-term government pur- 
chasing contracts, 1n which prices 
are based on the high levels pre- 
vailing before the setback, it will 
take many months before Britain 
will begin to enjoy anything like 
the full benefit of lower prices 
for imported raw materials. More- 
over, since it is not only raw ma- 
terial prices but also prices 0! 
American manufactures which 
have fallen, British exporters are 
faced with growing competition. 
Besides, the ability and willing- 
ness of American importers t 
buy British and Sterling Area 


ago 


goods has also declined. 


The main difficulty is, of course, 
the rigidity of the British price 
structure. In existing conditions 
it is difficult enough to prevent 
further rises in wages, and_ it 
would be practically impossible to 
out any substantial and 
reductions of wages 
order keep pace with the 
reductions American prices 
Any wage cuts would be resisted 
to the utmost by the labor unions, 
and in existing conditions of ful 
employment and scarcity of man- 
power they are in a position to 
resist successfully. Admittedly. 
local unemployment in special in- 

‘or example in the film 
industry—has resulted in some 
wage reductions. But it would be 
politically difficult, if not impos- 
sible, to attemot to apply similar 
methods to any of the major in- 
dustries. 

In the circumstances it is nec- 
essarv to iace the vorospects ol 
growing difficulties in the export 
drive. Nor is it the government's 


to 


OL 
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would be 
items it 
SOON 
the change in the 
value of sterling, and the 
stimulus given to exports by a 
devaluation would soon cease. 
Under the Keynesian policy a 
fall in exports should not in itseit 
necessarily lead to unemployment 
and trade depression. In theory 
the government is in a position to 
compensate industries for the loss 
of theiy foreign markets by pur- 
suing a policy of increasing cap- 
ital expenditure, both in the form 
of public works and capital in- 
vestment by private enterprise. 
This would mean, however, that 
the fall of exports would not be 
accompanied by a corresponding 
reduction of imports. The latte: 
would be kept up by the direct 
and indirect import requirements 
arising from capital expenditure. 
At the time when Lord Keynes 
first put forward his theory thi: 
would not have matiered very 
much, for Britain had substantial 
eold and foreign investment re< 
serves which it could have liqui- 
dated to tide over a period ot 
declining trade. Meanwhile, how- 
ever, these reserves have become 
reduced, and even in existing cir- 
cumstancs their continued liqui- 
dation is causing concern. Ans 
accentuation of the pace at which 
foreign investments are liquidated 
would bring nearer the day when 
no turther easily realizable for- 
eign assets are available. 


In the circumstances British ex- 
perts are now hoping and praying 
for a halt in the decline of Amer- 
ican prices to at least the same 
extent as they were hoping and 
praving a short time for a 
decline, To extent. history 
is repeating itself. Twenty years 
ago the Wall Street boom and the 
feverish dconomic activity that 
accompanied it caused much con- 
cern to the Lahor Government 
then in office, and the reversal ol 
the movement was at first quite 
welcomed in London before long, 
however, it was realized here 
that, bad the boom was for 
Britain, slump was mans 
times worse. Even though the 
present setback could not de- 
scribed as a slump, its disadvan- 
tages are already making them- 
selves felt, and the number of 
people who now wish the clock 
could be put back to 1945-48 is 
on the increase. They now feel 
they did not know when they 
were well off. 

Since it is no longer believed 
to be possible to isolate Britain 
{rom an American slump, anxious 
and increasingly critical eyes are 
turned towards Washington trom 
this side of the Atlantic. It is felt 
that the fate of British and Euro- 
pean reconstruction depends on 
the ability of the American au- 
thorities to arrest the fail before 
it gets out of control. The absence 
of any drastic measures Of inter- 
vention to that end is causing 
grave concern. Fears are enter- 
tained that. by the time the Wash- 
ington Administration realizes 
the need for such intervention, 
the psychological effect of the 
setback may have gone tco far 
and the recession may have gath- 
ered irresistible momentum. 
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From Washi Bank Investment Portfolio Management in 1949 
rom Washington | By CRAIG S. BARTLETT“ 
Al > th N Vice-President, Central Hanover Bank and Trust Company, New York City 
tea¢ of e CWS | In analyzing desirable shifts in bank investment portfolios, Mr. Bartlett takes note of changes in eco- 
| nomic and monetary conditions which have reversed inflationary processes. Concludes business is 























—— By CARLISLE BARGERON = 


There have been several explanations of Mr. Forrestal’s break- 
down which led to his suicide. This article is not an attempt to give 





another but rather to point up the serious situation that has devel- | 


oped regarding the news coverage of the most important city on 
earth. It isn’t a situation that just happened 
yesterday. It began with the advent of the New 


Deal and has become steadily worse. 


Mr. Forrestal’s friends have said that he 
smarted deeply under the vicious attacks of a 
couple of columnists and radio commentators, 
but he refused the friends’ aavice to answer 
these attacks. 

The »rutal fact is that he would have got 
nowhere. Every one of the attacks against him 
had no limitation of space in the newspapers 


or limitation of time on the radio. Had he de:gned 
to answer them, he would have got probably a 
paragraph saving scarcely more than that “Secre- 
tary Forrestal today denied the statement of Col- 
umnist Blank.” 

One of the columnists who kept up the run- 
ning attack on Mr. Forrestal carried on a similar 
attack a couple of vears ago against Senator 
Geerge, one of the most influential! and highly regarded members otf 
che 1pper body Finally one day George took up 45 minutes to exco- 
riate the columnist and to answer him completely. He told of the 
coluninist’s motives. In the course of his remarks he apolied a par- 
liamentary epithet. Throughout the country the papers carried this 
»remerk, confining the Senator’s remarks to a paragrapn. 

rhe point is :-hat the columnists are given a column of space to 
deal with their victims dav efter day and the victim’s retort is limited 
to a paragraph. 

Perhaps this is not so important as the kind of news treatment 
that is given generally to the doings of Congress. Here is a legislative 
bedy to represent the American people. It is composed of men and 
women of all races and creeds. Yet in a highly controversial issue in 
which a score of members speak in an effort to acquaint the people 
of the countrv with its merits and demeiits and to explain why they 
are voting the wav they are, meny ef them wiil not even receive 
mention and others will simply have one or twe sentences of their 
remarks in the running account which appears in the pavers. What is 
carried can’t pessibly give a full picture of the member's views except 
that ne is for or against. 

The newspaners being limited in size to eight columns wiae and 
so many pages it is manifestly impossible for them to give full ac- 
counts of what the members sav. But they do have space a couple 
of days later for a syndicated columnist to devote an entire column 
to attackine the member for his views. 

It would seem under the circumstances that the time is not long 
off when the syndicated columnists wil) take over the functions of 
the legislative body. They have ways of making their views known 
and ot selling them to the public, but the members of Ccngress, ex- 
cept when they occasionally are invited to speak on the 1:adlo, nave 
no such opportunity. 

As close zws I try to keep to the scene, to the debates in Con- 
eress, I have frequently found that I get an entirely different picture 
after reading the Congressional Record. Steady reading of this 
Record is a protitable pastime I weuld recommend to anybedy. pro- 
vidine has the time, and, of course, there is the catch. 

[ imagine there are mighty few men of importance these days 
having to know what goes on in Washington who depend upon the 
newspapers for their information. Many of them, for one thing, have 
subscribe 
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the Record digested for them every day. Also they to 
one or more of the Washington letters of which, I wrote sometime 
ago, there are at least 25, and so far as I know, written by competent 
MC}. 


Probably the most depetdable practice is that of several large 
industries of having their own reporters, men whom they've taken 
from the press associations or newspapers and who ply their rounds 
just as if they were engaged in newspaper work. 

But this is no comfort for the members otf Congress. Elected to 
come here and represent their constituents, they have ditficulty getting 
an accounting of their actions or an explanation oi the issues with 
which thev have to deal back to the home pecple. Some of them 
send back weekly radio recordings and others write weekly columns 
for their country weeklies. But in most instances they have to be 
careful of controversy and must confine their remarks to platitudes 
or acca:nts of errands they have run for their constituents. 

However, the syndicated columnists are not the only banes of 
existence to the members cf Congress in the matter of publicity. In 
an issue between Congress and a :inember of the executive branch, 
not necessarily the President, but just an crdinary departmental 
head. Corgress comes out at the short end of the stick. Just why the 


press is inclined to give mere space to the departmental head is 
something I can’t understand. But it is a fact that they do. 

In the past two years, I have on three occasions been impor- 
tuned bv three chairmen of important Congressional committces t 


kein the committees get publicity, not the individual members, but 
the committees. When Congressional committees have to go in for 
the employment of publicity men there would seem to be soime- 
thing vadicaily wrong with our Washington news coverage. 


John F. Shields Joins Walston Hoffnian Adds 


. (Svecial to TH! Al. CHRONICLE) 
Shields & Co. Staff SAN FRANCISCO, CALIF.- 
special to THE FINANCIAL CHRONICLE) Todd Helser and Charles C. 


ATLAN T A, A. John F. 
Shields has become associated 
with Shields & Co., of New York 


Mickle, Jr. have been added to the 
statf of Walston, Hoffman & 
Goodwin, 265 Montgomery Street, 


City, members of the New York’ members of the New York and 
Stock Exchange. Mr. Shields was; San Francisco Stock Exchanges. 
formerly Atlanta representative Mr. Mickle was previously with 


for Hugh W. Long & Co., Ine. Buckley Securities Corp. 


undergoing painful yet healthy readjustment, and, although bank loans may decline, interest rates and 

bond prices will remain fairly constant and will be dominated by Federal monetary authorities. Sees, 

however, uncertainties in economy and in international situation, and urges an investment portfolio of 
liquid securities with well-rounded maturities. 


In an address before the National Consumer Installment Conference in 


St. Louis on 


March 29, Mr. Evans Woolen, Jr., President of the American Bankers Association, said in 


|part: “Business conditions of y 
com- ¢ 
iplacency 
| nor pessimism, 


| 


'Instead, they 
call for a high 
|degree alert- 


| ness, 
| ity and adap- 


itability 


rigid 


flexibil- 


of 
po.cies 
and practices 
mn our instal- 
ment credit 


both 





lending as 
well as in 
every other 
phase o f 
banking Craig S. Bartlet? 
business and 


industry.’ This general policy, it 
seems to me, can be applied aptly 
to the management of investment 
portfoiios about which I have 
been asked to speak to you today. 


Influence of Business 
Activity 


The activities of the banks and 
ihe money maiket will be in- 
fluenced to a major degree by 
business activity and by the needs 
of the Treasury. In respect to 
business, there appears to be con- 
siderabie coniusion among econo- 
mists and those in high places in 
the Administration. On the one 
hand: 

Secretary of the Treasury Sny- 
aer predicted on April 8 that 
America may be entering “one of 


The 


the greatest periods of business 
development in our history.” 
Painting a rosy picture of the 
current economic situation, Mr. 


Snyder said, in an address to the 
Executives Club of Chicago, that 
‘confidence in the future im- 
vortant.” He said the United 
States is entering this new period 
with a “financial and economic 
strength unexampled in our his- 
tory.” The financial soundness of 
the government itself is “bevond 
question.” 


is 


Cn the other hand: 


intervention.” ac- 
Gover- 


Government 
cording to Reserve Board 
nor Eccles, “is the only answer 
we have yet devised, and it is 
iikety to be the oniy answer to the 


problem of depression when it 
arises.’ Speaking in San Fran- 
cisco betore the Commo wealth 


Club he warned that “Democratic 
capitalism is drifting. Our econ- 
omy being stimulated by for- 
tuitous developments and tempo- 


is 


rary stepgaps. Most important of 
all. we are bracing up our levels 


of activity by a huge military pre- 
paredness program and a large 
world aid program, both without 
foreseeable terminal points as to 
lime or amount.” Military spend- 


ing and European “economic 
props” are being used, and ‘we 
have not as vet developed substi- 
tuics.”” and while they are sup- 


posed to help the nation on the 
road to peace, “they also sustain 
economic activity at home.” 

Recent by the Federal 
reserve Board clearly indicates 
that, 1n their opinion, the forces 
of inflation created by the war 
Nave run their course. 

Dr. Marcus Nadler, Professor of 
Banking and F4nance at New 
York University, told officers of 


action 


“An address by Mr. Bartlett 
before the Mississippi Bankers 
Association Convention, 3iloxi, 
Miss., May 18, 1949. 


the Central Hanover’ Bank 
and Trust Company recently, 
“Changes that have taken place in 
ihe country’s economy during the 
last decade or so will prevent a 
cepression of the magnitude of the 
"30s from ever developing again. 
One factor operative today is that 
businessmen and corporate exec- 
utives have better statistical in- 
formation on which to base their 
plans. Another is that the credit 
end banking mecnanism more 
closely geared to business activity. 
Of even greater importance is the 
fact that we have eliminated bank 
faliures from the economic scene.” 


is 


What Are Some of the 
Deflationary Factors? 
in many 
in some 
exceeds 


The pent-up demand 
lines has been met and 
industries supply now 
demand. This would apply to 
many soft - goods _ lines. It is 
creeping into some lines of lumber 
and building materials. Tne warm 
winter along with increased 
pacity served to create an excess 
supply of fuel oil, and certain it is 
that there is no dearth of radios, 


ca- 


television sets, electric refriger- 
ators and many articles common 
to houschold use. One no longer 
has to wait unduly for automo- 
biles. and even metals and steel 
scrap have shown some_ price 


weakness. During the past three 
years the productive capacity otf 
the nation has been stepped up to 
new peacetime heights and with 
some wartime savings already 
spent. many of the pipe lines of 
industry and trade have become 
filled. 


What of the Inflationary Factors? 


Should further inflationary 
forces develop, action to create 
them must be taken by the Con- 


gress and by the Administration. 
Renewed inflation could be 
brought about either by an in- 
crease in the means of payment. a 
reduction in the supply of goods 
available for consumption, or both. 
Should the European Recovery 
Program be stepped up or should 
a recovery program for some other 
«rea be initiated, such an increase, 
if substantial enough, could re- 


esterday, today and tomorrow justify neither cptimism noi 


stimulate the forces of inflation. 


Similarly, should increased mili- 
lary expenditures be forced by 
implementing the Atlantic Pact, 


such expenditures, if financed by 
sales of government bonds to the 
banks. could stimulate inflation 
again. Obviously, such expendi 
tures would be less inflationary if 
financed through taxes. It is my 
feeling, however, that the period 
of inflation is over and that the 
forces of readjustment are becom- 
ing increasingly effective. 


Outlook for Banking in 1949 


Under these circumstances, what 
is the outlook for banking in 1949? 
Let us examine some of the major 
factors which may affect the over- 
all picture because these can in- 
fluence the torces affecting your 
bank. It would appear that de- 
posits may not change much. 
Commercial, agricultural and 
business loans have decreased ap- 


preciably and may decline fur- 
ther. However, security loans, 
especially in the larger centers. 


may tend to increase. Investments 
alsO may increase as the offset to 
the loan decrease and certainly 
investments should increase as re- 


quired reserves are lowered fur- 
ther. Also, there could be some 
further shift from short-term in- 
vestments to longer-dated issues. 
Debt retirement, which can -in- 
fluence deposits, should not be 
large since no surplus for the 


Treasury is indicated and a deficit 
is possible. The gold inflow te 
this country seems likely to con- 
tinue, thus adding to deposits and, 
in all probability, money in cir- 
culation will expand no more thaa 


the seasonal normal. Thus, totat 
deposits seem likely to remain 
about where they are but with 
some shifting possible—increases 
in some places and declines in 
others. 


Reasons for Loan Decline 

Loans have declined because of 
the liquidation of inventories, th 
slowing down of capital expendi- 
tures, and because of repayment 
from proceeds of capital market 
financing. Indications are that the 
loaning policies of the banks are 


(Continued on page 32) 





Anheuser-Busch, Ine. 

Arden Farms Co. 

Atlanta Gas Light Co. 

Bank of America N.T.S.A. 

Chase National Bank, N. Y. 

Corn Exchange National Bank 
& Trust Co. (Philadelphia) 

Delta Air Lines, Inc. 


Offices in 
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DIGESTS for DEALERS! 
We have prenvared short factual reports on 
the following securities, copies of which 
we will be glad to send you on request: 


Trading Markets for Dealers 
Trading Department 


MERRILL LYNCH, PIERCE, FENNER & BEANE 
70 PINE STREET, NEW YORK 5, N. Y. 


Irving Trust Co., N. Y. 

Manufacturers Trust Co., N. Y. 
Maryland Casualty Co. 

National City Bank, N. Y. 

Portland General Electric Co. 

Texas East. Transmission Corp. 
Winn & Lovett Grocery Co. 


96 Cities 
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Problems Surrounding Capital Markets 


By EMIL SCHRAM* 


President, New York Stock Exchange 


Mr. Schram, decrying lack of public appreciation of importance of stock exchanges in our economy, 
points out the rapidly declining volume of new risk capital and the resulting institutionalization of 
savings. Holds trend reduces new capital applied to industrial production and lays causes to unfair 
taxation of dividends and capital gains. Sees need of new supplies of equity capital for creation of 
healthier capital markets and concludes inducemen's must be offered to put savings to work produc- 


tively outside of mere debt creation. 


I need not tell you that we at the New York Stock Exchange fully realize that it func- 
tions 2s a semi-public institution and that there can be no conflict between its welfare and 


that of the public. 
fessional or- 
ganizations, 
charitable so- 
cieties, com- 
modity ex- 
changes, sav- 
ings banks and 
many others 
too numerous 
to mention, 
have grown 
up by force of 
necessity. The 
size of a mar- 
ket is gov- 
erned by its 
ability vo 
serve best 
those who re- 
quire its tacilities. Unless diverted 
out of its proper channels, trade 
gravitates toward the best market, | 
whether the transactions are in} 
securities, wheat, pepper, or what | 
not. 

I have followed with interest | 
the proposal for the consolidation | 
of the leading Mid-Western stock 
exchanges and the drafting com- 
mittee’s observation that the nine- 
state area has sulficient local list-} 
ings to support and build a con- 
solidated exchange. It does not 
“appear that the territory can be 





Schram 


emil 


expected to sustain reasonable 
growth possibilities for several 
regional stock exchanges. I can) 


add little to my earlier statement 
on this subject. 
deserves encouragement if the ob- 
jective, as indicated, is to provide 
facilities that will make for an im- 
proved market that will attract 
the securities of sound local com- 
panies. On the other hand, I feel 
strongly that if. contrary to the 
stated objectives, the result is to 
pe in the direction of a dilution of 
the national market, provided by 


the New York Stock Exchange, 
the public interest will seriously 
suffer. There can be no doubt) 


that the best market is the one in| 
which there is the greatest con- | 
centration of orders. I am pleased 
to note that the sponsors of the 
proposed consolidation 
this fact. 


Underestima‘icn of Importance 
of Stock Exchanges 


The place of the s‘ock exchanges | 


in the econon y seems to be gener- 
ally uncerestimated. My fear 
that the harm cone because of the 
lack of knowledge of the essential 
character of these exchenges will 
be irreparable unless the entire 
security business puts its shoulder 
to the wheel to educate the public 
with respect to the processes by 
which industry is financed and 
jobs and op»ortunities are 
ated. 


is 


ratios, yield pat erns. and secular 
irends; away from Wall Street and 


La Salle Street. and transmit the | 


real values behind the sputter of 
the stock ticker and the imposing 
prospectuses that have to be sub- 
mitted. Our interest in finance has 
no meaning except as we establish 
beyond doubt that unsound fi- 
Nance is synonymous with unem- 
ployment, whereas sound finance 
and healthy markets lead to the 
preservation of old jobs and the 
creation of new ones. 


I hear it said: “‘The last two 


— 





“An address bv Mr. Schram be- 
fore the Bond Club of Chicago, 
Chicago, Ill., May 23, 1949. 


} years 
| can 
| ample 


The undertaking | 


recognize | 


cre- | 
The task is difficult at best. | 
In essence, we need to get away | 
from dull terminolozy such as debt | 


that the 
in high gear, with 
profits ana full employ- 
nent and with no capital short- 
ige, even if the stock exchanges 
are dormant and the amount ot 
now funds raised are almost 
negligible in relation to the funds 
available to industry.’ Let me 
underline here just what this 
relationship has been in the past 


prove 
operate 


economy 


two years. 
In 1947, American corporations 
ised some $28 billion of new 


iunds. Only $1.3 billion was de- 
rived from the sale of both pre- 
‘erred and common stocks. Last 
year, corporations used approxi- 
mately $27 billion of new funds; 
only $1.1 billion represented stock 
issues. In the two years that $2.4 
billion of equity funds’ were 
raised, debt of one kind or another 
increased by more than $20 bil- 
lion. In large part, of course, re- 
tained profits and depreciation re- 
serves provided the necessary 
funds to cushion this large amount 
of debt. This year, we know 
yrofits will be smaller and bor- 
‘owing less easy. 

Now we must remember that 
o:porations entered the postwar 
years with exceptionaily large 
liquid resources, and the deferred 
capital investment and accumu- 
lated consumer demand for auto- 
mobiles and other durable con- 
sumer goods assured a profitable 
season. Corporate debt being low 
at the outset of this period, re- 
tained earnings and funds raised 
through the sale of debt securities, 
by private placement and bank 
loans, were ample, as already ex- 
Dlained. Nevertheless, the latest 
report on the working capital 
Osition of industry published by 
the Securities and Exchange Com- 
Mission shows that at the end of 
che third quarter of 1948 the 
ratio of current assets to cur- 
cent liabilities of all manu- 
facturing companies was 2.75 to 1. 
or a little lower than a year 
earlier. Moreover, the aggregate 
data must be broken down to get 
it their real significance. The 
largest corporations are in a sat- 


| isfactory position. As we go down 
| the 


line, however, and leave the 
biggest enterprises, there a 
deterioration in both the ratio of 
current assets to current liabili- 
ics, and in the important liquidity 
ratio, i.e., the ratio of cash plus 
government securities to total 
current liabilities. This indicates 
a growing need for all but the 
largest corporations to tap the 
equity markets, if funds could be 
raised at reasonable cost. 


is 


Public Utility Issues Predominate 

You are well aware that the 
debt securities offered in the mar- 
ket have been made up largely of 
public utility issues and_ the 
strongest industrial companies. A 


bond issue of an industrial com- 
pany with assets of less than 
around $50 million has been a 


rarity. The common stock issues, 
again, in the main have consisted 
of electric and natural gas utilities 
and the strongest industrial com- 
panies. Even so, considering the 
low level of money rates, the cost 
of equity capital has been heavy 
and in almost every instance the 
offering of new shares has been 
preceded or accompanied by a de- 
cline in the price of the outstand- 
ing stock. 

to all but 
importance 


Costs 
national 


companies of 
have been 


Stock exchanges, like many other American institutions, including pro- 


* 


pronibitive. Registrations have 
been cancelled and nobody knows 
how much stock financing has 
been discouraged by investment 
bankers who have had to tell ex- 
ecutives, reluctantly, that the pub- 
lic sale of securities was impossi- 
ble, or could be effected only on 
such onerous terms that manage- 
ment could not seriously entertain 
the proposals. 


It is ironic that so-called 
“liberals” in government are re- 
sponsible for making. things 


harder for smaller companies to 
establish themselves in competi- 
tion with the larger, financially 
entrenched businesses. I refer, 
course, to their stubborn tax 
philosophy. Their attitude rests, 
to my mind, on several principa! 
fallacies. At the corporate level, 
they seem to confuse profits with 


of 


cash accretions, not understand- 
ing that if production and em- 
ployment are to expand, profits 
have to be converted, in large 
part, into structure, machinery 
and raw materials. Secondly, and 
also at the corporate level, high 
taxes on earnings tend to defer 


investment in all but the projects 
on which a relatively high return 
seems assured. Already, the pros- 
pect for a downturn in plant 
and equipment expenditures, al- 
though competent economists 
point out that plant and equip- 
ment per worker are actually 
smaller than 20 years ago despite 
the seemingly high outlays of the 
past several years. At the personal 
income level, excessively progres- 
sive taxes are worth little in 
revenues to the Treasury—their 
chief purpose being political. 

Thinking on capital gains is too 
often the result of the mingling of 
capital and income without re- 
gard to the facts of economic life. 
Income is definable as such a flow 
of funds that one may use during 
the week and still expect to be 
as well off at the end of the week 
as at the beginning. This the 
deiinition of an outstanding Eng- 
lish tax economist, Professor 


is 


is 


J, 3%. 
Hicks. It is arguable that we have 
pioceeded tor too many years in 

ceparture from this central cri- 
terion to turn back, but the con- 
cept is at least worth recalling in 
formulating contemplated changes 
in capital gains. 


Deuble Taxation of Dividends 

Elsewhere, I have registered my 
protest against the double itaxa- 
tion of earnings paid as cividends. 
Defense of this dishonest and un- 
just tax policy no longer rests on 
the merits, but on the timing of a 
revision and the exact methods to 
be adopted. A 10% credit against 
aividend income on common 
stocks would be only a token im- 
provement and would involve rel- 
atively liitle loss of revenue at the 
beginning; ultimately it would in- 
volve no loss at all because of the 
stimulus to the economy. 

As an executive of an institu- 
tion which is very small in re- 
lation to the great operation that 
is the Federal Government, I 
sometimes think I am beset with 
trcubles and am happy to get 
awcy for a iew days to the sim- 
pler problems on my _ Indiana 
farm. I can, therefore, sympathize 
with the Chief Executive who 
must carry an aimost intolerable 
burden. With the utmost respect, 
I must nevertheless give voice to 
mv amazement at the President's 

(Continued on page 38) 


| Perenon, Wm. R. 
Photographs taken at the outing by Louis Spuller, E 
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SAN FRANCISCO SECURITY TRADERS ASSOCIATION 
The Sar Francisco Security Traders Association held their annual 
spring outing at the Diablo Country Club at the fcot of Mt. Diablo 


on May 14th and 15th. 


to the eiforts of the committee. 


& Co. and Jim Stewart 
ball: Hodge Davidson, 


The outting was a huge success and a tribute 
In 
Thomas ot Dean Witter & Co., assisted by Joe Kessler, 
Wilson. Johnson & Higgins, in charge of base- 
3ailey & Davidson 
Staats Co., in charge of rooms and transportation. 


event was Earl 
Henry Switt 


charge of the 


in charge of golf; and Art 


Elworthy & 


Co., appear elsewhere ir today’s issue of the “Chronicle.” 

Features of the two-day event were active sports and following 
dinner on the first night Earl Thomas preserted a four act playleft 
entitled “The Diablo Follies’ with a cast of “characters” both sur- 


prising and diversified. 


On Sunday there was a championship soft- 


ball game between Stewart's “Bids” and Joe Kessier’s “Olfers. 


— = 
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| Dealer-Broker Investment 
Recommendations and Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 











— — — — 
Brewing Industry Circular vsis—Eastman, Dillon & Co., 15 
Falbnestock & Co., 65 Broadway,| Bread Street, New York 5, N. Y. 
New York 6, N. Y. Also available is a list of com- 
- mon stocks for Investment and a 
Canada Monthly commercial | study of a »vroposed international 
letter The Canadian Bank of) pipeline to sarry Canadian Gas to 


Commerce, Toronto, Ont., Canada. 

Digests for Dealers—Short fac- 
tual reports on Anheuser Busch, 
Inc., Arden Farms Co., Atlanta 
Gas, Light Co., Bank of America 
N. T. S. A., Chase National Bank. 
Corn Exchange National Bank & 
Trust Co. (Philadelphia), Delta 


Airlines, Inc., Irving Trust Co. of | 


New York, Manufacturers Trust 
Co. of New York, Maryland Cas- 
ualiy Co., National City Bank of 
New York, Portland General Elec- 
tric Co., Texas Eastern Transmis- 
sion Corp., and Winn & 
Grocery Co.—trading department, 
Merrill Lynch, Pterce, Fenner & 
3eane, 70 Pine Street, New York 
a. fe, &: 


Economic Recovery of Europe 
and the ultimate effect upon gov- 
ernment bonds of Great Britain, 
Belgium, Sweden, Netherlands, 
Norway and Denmark — New 
study—Zippin & Co., 208 South La 
Salle Street, Chicago 4, Ill. 

Electric Utilities Circular 
Blair & Co., 44 Wall Street, New 
York 5. BE. Y; 


Foreign Exchange Quotations 
Folder listing 143 quotations 
the currencies of various countries 
throughout the world and 
conteining two tables showing the 
decimal equivalent of common 
fractions and shillings and pence 

Foreign department, Manuiat 
turers Trust Company, 55 Broad 
Street, New York 15, N. Y. 


O1 


, 
abso 


Market Notes—Current conment 
—Chas. A. Day & Co., Inc., 199 
Washington Street, Boston 6, Mass. 

Over - the - Counter Industrial 
Stock Index — Booklet recording 
10-year performance of 35 indus- 
trial stocks—National Quotation 
Bureau, Inc., 46 Front Street, New 
York 4, N. Y. 


Bank of Manhattan Co.—Circu- 
lar—Paine, Weboer, Jackson 


Lovett | 


the Pacitic Northwest and Calli- 


fornia. 


Celanese Corp. of America 
Circular—Ernst & Co., 120 Broad- 
way, New York 5, N. Y. 


Central Public Utility Corp., 


Inc.—Bulletin—F. S. Yantis & Co., 
Inc.. 135 South La Salle Street, 
Chicago 3, Jl. 


Central Soya Co., Ine.—Circuler 
Swift. Henke & Co., 135 South 
La Salle Street, Chicago 3, Ill. 


Consolidated Rock Products Co. 

Study Walston, Hoffman & 
Goodwin, 265 Montgomery Street, 
San Francisco 4, Calif. 

Also available a circular on 
Bank of America, N. T. & S&S. A. 


is 


Fairchild Engine and Airplane 
Corp. Special review John H. 
Lewis & Co., 63 Wall Street, New 
York 5, N. Y. 

Filtrol Company of California 
Special report—William R. Staats 
Co.. 640 South Spring Street, Los 
Argeles 14, Calif. 
available 
with 


circular on 
a currently 


Aiso is a 
six companie 
high vield. 
Food Fair Stores, Inc.—An‘ lysis 
Newburger & Co., 13842 Walnut 
Street, Philadelphia 7, Pa. 


Julius Garfinekel & Co., Inc. 


Cicular—Auchincloss, Parker & 
Recépath, 729 Fifteenth Street, 
|N. W., Washington 5, D. C. 

Aiso available is a circular on 
Mathieson Chemical. 





Curtis, 25 Broad Street, New York | 


4. ht. ¥. 
Also available is a circular on 
Common Stocks with long divi- 


derd records. 

Serry Motors, Ine.—Analysis 
Coffin, Betz & Co., 123 South 
Broad Street, Philadelphia 9, Pa. 


Bock of the Month Club-——Anal!l- | 





Loven Chemical Co.—Circular— 
Flovd A. Allen & Co., 6506 South 
Grand Avenue, Los Angeles 14, 
Calif. 


Middle Secuth Utilities, Ince.— 
Circular—Sutro Bros. & Cc. 129 
Broadway, New York 5, N. Y. 


Middle South Utilities, Inc. — 
Analysis—G. A.. Saxton & Co., 


Inc.. 70 Pine Street, New York 
5, N. Y. 

Missouri Pacific Leaflet — 
Goodbody & Co., 115 Broadway, 


New York 5, N. Y. 
National Bank of Tulsa—Anal- 
ysis—UhlImann & Latshaw, Board 
Continued on page 16) 
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“Our Situation Is Good’’: Sawyer 


Commerce Secretary says we have come down from dizzy heights 
of inflationary pressures, with reduced business activity, bui are 
still on sound basis. 


Addressing the 30th Annual Convention of the National Restau- 


rant Association in Atlantic City or 


1 May 25, Secretary of Commerce, 


Charles Sawyer, though pointing out some recent developments indi- 


cating declines in business activity, 
ard _ historic 
comparison 
our situation 
is good. We 
comedown 
from the dizzy 
heights of in- 
flationary 
pressures, we 
have met the 
demand for 
goods which a 
year ago 
were in criti- 
cally short 
supply we 
are, in short, 
en a lower 
level, but we 
are not in the valley. Whether | 
we shall maintain our economy | 
at present levels will depend as| 
much upon psychological factors | 
as upon material factors. Your| 
opinion of what the future holds, | 








Charles Sawyer 


and your personal action along 
with that of 140 million other 


Americans, will have much to do 
with the immediate development | 
of our economic future.” 

“As to that future,” Mr. Sawyer 
remarked, “I make no predictions. 
Some of the facts upon which you! 
can dwell in connectioi with your | 
consideration of this problem 1) 
would like to give to you. The na-| 
tion’s output of goods and services | 
during the first quarter of 1949) 
was at an annual rate of $256 bil-| 
lion. This was a decline from the| 
all-time peak annual rate reached | 
in the fourth quarter of 1948 of| 
$265 billion, but is still above the | 
annual rate for the first quarter of | 
1948. 

“The decline in consumer buy-| 
ing power, cushioned by unem-| 
ployment benefits, farm price sup- | 
ports. and other factors, has been | 
small. Personal incomes of indi- 
viduals were still larger in dollars 
than a year ago, and price changes 
and reduced income taxes have 
operated to increase the buying 
power of those incomes. 

“The decline in dollar value ot 
the nation’s output for the first 
quarter reflects lower prices, as 
well as some decline in physical 
volume. There has been a relaxa- 
tion, probably desirable, of the in- 
tlationary pressures which were 
present until late last year. There 
has been evident, of course, a cau- 
tion in the buying attitudes of 
businessmen as well as housewives 
and, in connection with the busi- 
nessman in particular, a slowing 
down of the rate of inventory ac- 
cumulation. Despite this slowing 
down, inventories are larger than 
they were a year ago, but they 
have not maintained the rate of 
increase which was characteristic 
of the fourth quarter of 1948. 

“More cautious business buying 
has vroduced significant declines 
in the production of some goods. 
Consumer buying also has been 
less urgent, although the aggre- 
gate physical quantity of goods 
being taken by consumers was ap- 
proximately as large as in the 
fourth quarter of 1948. 

“There are multiplying signs of 
a return to normal competitive 
conditions and substantial price 
concessions in some lines. These 
normal competitive conditions 
have also produced improvements 
in quality, as well as lower prices, 
and greater availability of goods. 
These better values have been 
achieved only in part at the ex- 
pense of lower farm and labor in- 
comes and lower business profits. 
We see all down the line, with the 
return of more normal competitive 
conditicns, improvements in pro- 
ductive efficiency. 

“About the middle of the first 
quarter, the Department of Com- 








'results of that survey indicate that 
these expenditures will continue 


| ways, of course, subject to c 


| tions. 


'goods is still large, even though 


stated “that by any normal stand- 








merce and the Securities and Ex- 
change Commission made a joint 
survey of business plans for plant 
and equipment expenditures. The. 


at a high rate, although somewhat 
below the record total for 1948. To 
a certain extent, these reductions 
will be offset by increased Federal 
spending for national defense and 
other purposes and by the rising 
trend of State and local govern- 
ment expenditures. 

“Reported business plans are al- 


hange | 


in the light of developing condi- 
Buyers tend to grow cau- 
tious if the outlook appears to be 
dubious, and a downturn, as well 
as an upturn, can feed on itself. 
As I have said earlier, however, it 
is well for the buyer to concern 
himself or herself with all of the 
available facts. The backlog of 
demand for all sorts of producer's 


|} many of the most urgent require- 


ments have been met, and we still 
have farm price supports, unem- 
ployment benefits, and other cush- 
ions to a decline in consumer in- 
come. The expenditures of Fed- 
eral, State and local governments, 
which take a large share of the 
national output, are still tending 
upward. The material factors in| 
the situation indicate continued | 
high activity. Let us hope that the 
psychological factors do not con- 
tribute to a different result. 


A Free Economy Never Stable 


‘We hear lengthy discussions of 
the need to stabilize our economy. 
In our desire to stabilize the econ- 
omy we should remember that a 
free economy can never be wholly 
stable. Ours is an economy ol! 
growth, and growth is not always 


steady. What we should strive for 
is the elimination of the violent 
shocks and _ dislocations which 


|come from rapid and excessive in- 


flation and deflation. We must 
expect periods of adjustment dur-| 
ing which we find variations in 
the rate of growth. Nor is it pos- 
sible for any government or any 
government official to direct so 
closely and wisely changes in our 
economic situatioin as to avoid 
completely serious situations and 
difficult problems. This should be 
clearly understood by you busi- 
nessmen and by government of- 
ficials alike. You should not look 
for miracles from your public of- 
ficials, nor should they labor un- 
der the delusion that they are 
miracle men. 


“The very blessing and chief 
virtue of our free enterprise sys- 
tem is that some things are left 
{to initiative and to chance. 
sionally, the initiative will 
based upon misjudgment, and no 
game of chance produces a winner 
every time. 
its success upon the fact that the 
greatest driving force for improve- 
ment is the desire of man to cre- 
ate a better life for himself. 
right of an American businessman 
to go into a new business—to risk 
his money on a new idea—is 
right which is fundamental in our 
business system; but no one should 


fail to recognize that when an 
American businessman does go 
into a new business, or risks his 


money, he is entitled to fair play 


and whatever support the govern- 
ment within its proper sphere can 
give.” 


‘ance of unity 


|; elements 
iwill 


| cease 


|semble and cast out in 


Occa- | 
be | 


Our system relies for | 


The | 


a | 


| their 


A Year of Critical Fumbling 


By FRANCIS ADAMS TRUSLOW*« 
President, New York Curb Exchange 


Commenting on proposed measures, such as the farm program, slum clearance, and social insurance, to 

correct all society’s ills at one stroke, Mr. Adams points out the waste and heavy costs in additional 

taxation in these ineffectual efforts. Sees danger of spending and taxing away all we have gained, with 
resu'ting lower living standards and loss of individual freedom. 


Today our democracy is, 


as usual, seething with conflicting human ideas, ambitions 


and proposals. I say ‘‘as usual’’ because that is not only the normal condition of our form 


ot government, but it is a cond 
an appear- ¢ 
and we want 
neitner. 

None of us 
need fear this 
conflict. The 
danger we 
need to fear is 
that important 
in 
our population 

grow 

and 

to take 
im | 3. 

opinions 
and even the 
orejudices of 
every citizen represent the sum 
total of the raw materials which 
this conflict must temper and as- 
national 
policies and laws. If some of these 


tired 





part 
The 


Francis A. Truslow 


components are withheld through 


laziness or mere exhaustion the 
products of this conflict will be 
lopsided. Today more than ever 
before each of us must be active 
in this conflict—ardent advocates 
of our own points cf view. We 
must be prepared to serve our 
country not only by making our 
services available to our govern- 
ment when required, but also by 
the even more arduous job of 
forcing the discussion of views 
that we hold and participating in 
clash with the views of 
others. 

At the eternal roots of this con- 
flict is the desire, which we all 
hold, that the opportunity for all 
people to lead fuller and happier 
lives shall be increased. No man 
or group of men have a monopoly 
on this desire. It is the common 
springboard from which all dive 
into the conflict. Those who pre- 


“Remarks of Mr. Truslow at a 


ition which must persist. Only force and slavery can create 


two weeks, Congressional tax ex- 
perts have estimated a Federal 
deficit of $3 billion next year if 
/executive proposals are adopted; 
executive economic advisors have 
cautioned against the depressing 
effects of increasing taxation: the 
Executive Department has reiter- 
ated that it demands that $4 bil- 
lion of new taxes should be laid 
on, that costly social benefit and 
subsidy proposals should be 
adopted, and that powers to curb 
| (of all things) inflation should be 
granted to it; Senators have talked 


tend to attribute it to their ex- 
clusive glory earn the label ‘“‘Dem- | 
agozues.”’ 

How to advance this ambition is 
the main source of conflict. Some, 
through conviction, self-interest or 
ignorance, forget how far and by 
what means we have advanced 
so far toward our goal. They 
heedlessly urge that we take the 
cruel chance, scrap old ideas and 
make a wild lunge at the goal. 
They seem to forget that “Rome 
was not built in a day.” 

There are others, and 


I am 


x |reduction jin sg i 
among them, who believe that the | senate , atin token = 
hasty ones don’t understand and penses; the House Banking and 


don’t, of course, want to under- | Currency Committee has reported 


stand the vehicle which is carry-| out g costly housing bill and one 
ing us toward our objective. To-'! of the leading newspapers of the 
day we are endangering What we | country has editorialized on May 
have by trying 4 drive that ve-| 15 its approval of this housing bill 
hicle toc tast. If we don’t stop} and on May 17 its insistance that 
trving to cure all at once every | we avoid increased taxation 
remaining misfortune, we are g0-| The Exccutive Department on 
ing to be in the shop for repairs a| way 17 ‘presented a program to 
long time before we can hit the Congress under which unpredict- 
road again. If we don’t temper! aple millions of dollars would be 
our common desire with some} paid to farmers in cash to make up 
prompt and honest cost account-| the difference between what they 
ing we will cease to have the| received in selling crops and what 
world’s highest standard of living | government thinks they should 
and to be the home of its freest | have received. On the same day 
men. \the authoritative Research and 

Many years from now, when| Policy Committee of the Commit- 
historians are in a position to “‘sec-| tee for Economic Development re- 
ond guess’ today’s decisions, I | leased careful proof that we can- 
think they will look back to 1949| not afford to expand government 
as a year of critical fumbling.| activities so fast and in so many 
They may even compare our cur-| directions, as we are doing, and 
rent activities to those of the} we must effect rigorous economies 
clown who was handed a hot po-/in government. 





tato and frantically juggled it} Perhaps those historians will 
from hand to hand. I hope they | liken our conflict to the Tower of 
will be permitted by history to! Babel rather than to the shouts of 


record how we stopped fumbling| the clown with the hot potato. 
through the brilliant solution of | Certainly they will find it hard to 
setting the potato down until it| reconcile this current chaos of ac- 
cooled. |'tion and opinion with the current 
assertions that economic life 


Heavy Government Expenditure | wrenaed be more stable and better 








Luncheon Meeting of the New : . ol 
York Saaane Tee in Finance What is the current record of organized if government planned 
Club, New York City, May 19, conflict which those future histo-|it. As this record is reviewed it is 
1949. rians will read? Within the last (Continued on page 27) 

g 


This advertisement appzars as a matter of record only, and no public offering 


is being made of these notes. 


$60,000,000 


Radio Corporation of America 


3% Promissory Notes due May 1, 1974 


Under an Agreement negotiated through the undersigned, $40,090,000 of tlre above-mentioned 


Notes have been sold privately, and the balance is to be sold to the 


same 


purchasers prior to December 29, 1950. 


LEHMAN BROTHERS 


May 20, 1949. 
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| SECURITIES SERIES | 


Prospectus upon from 
your investment dealer, or from 


NATIONAL SECURITIES & 


RESEARCH CORPORATION 
120 BROADWAY, NEW YORK 5, N. Y. 

































































BuLLock Funp, Lt». 
DIVIDEND SHARES, INC. 
NATION-WIDE SECURITIES Co. 
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available 
from 












Investment 
Dealers or 







CALVIN BULLOCK 
Established 1894 



































Manhattan 
Bond Fund 


inc. | 
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| 
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Rieorae from your Investment Decleror | 











HUGH W. LONG & CO. 


INCORPORATED 


48 WALL STREET NEW YORK S$, NY 
iO$ ANGELES CHICAGO 
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Keystone 





Certificates } 
INVESTMENT FUNDS | 


: : . a, 
investing their capital 


of Par tic ipation in 


Funds | 
| 
| 


IN | 
BONDS i 
(Series B1-B2-B5-B4) 
PREFERRED STOCKS 
(Series K1-K2 


COMMON STOCKS 
(Series S1-S2-S5-S4 





Prospectus from 


| cour local investment dealer or 
D 


in 
requirements: 


be limited to 


| has reflected accurately 


| every 


rn | 





The Key stone Comp any 
“a Boston 
q ( ) Congres: Street 


Boston 7, Ma Sac hu etts 
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Mutu al F unds 


By HENRY HUNT 











New Hampshire Savings Banks to Buy Mutual Funds 
New 
the 


passed a law permitting savings banks 
funds that can pass the following 


Hampshire recently 
state to invest in mutual 


(1) Minimum assets of $10,000,000. 

(2) Paid dividends during each of the past 10 years. 

(3) Selling charge does not exceed 7!%‘< 

Marking a further step in the recognition of 
medium tor savings under trusteeship, the law 
diversification as to fund management be practiced 
one fund must be purcnased) and that investment 
1% of denosits. 

Funds that can meet the above requirements might well adopt the 

following slogan, “Savings banks buy shares in XYZ Fund, 
which currently returns over 4%. Why con’t you?” 


as a 
that 
than 
fund 


mutual funds 
also requires 
(i.e. more 
in any one 


as a 


Another Formula Plan 
Sovereign Investors, under the same sponsorship as Republic 
investors, the latter a leverage fund, is now operated on a formula 
investing plan. To quote from a recent folder: 
“To determine the proper balance hetween 
and cemn.on stocks, the directors of Scvereizn Investors, 
guided 
Institutional Investment Index. 


preierred 
will be 


bonds and 
Inc. 


The adayted plan is the result of care- 


{ul study by the Investment Research Department of Francis I. duPont | z 
Has experienced mana 


& Company, and is designed to provide a greater rate of income re- 
turn than the Institutional Index. Reflecting the higher income re- 
iurn, the adapted plan will provide somewhat less resistance to mar- 
ket decline than the Institutional Index, but should have com- 
mensurately greater possibilities for capital growih during 
of rising security prices. 
“The duPont Instituticnal 


Invesiment Index was designed pri- 


marily for institutions such as insurance companies which normally 
invest largely in fixed interest-bearing investinents yielding a rela- 
tively 'ow rate of return. The individual investor usually requires 


a somewhat higher rate of income return than is generally considered 
adequate for institutional funds. The Scvereign Investors Formula- 
Timing Plan is accordingly designed to provide its snareholders witht 


as liberal an ineome return as is consistent with the principles of 
| sound investment.” 
Earnings Continue Record Trend 
“For over half a century, the Dow-Jones Industrial Average 


business in this country 
common stocks used 


swings ol 
‘typical’ 


the major 
ugh composite experience of ; 
through the composite perl of the 


| to compute this index. 


comput2d on the Dow-Jones Industrial Average, the year 1948 topped 
yeer but °29. Dividends reported for the first three 
of the vear were $2.57 per share, or 15% higher than for the 
period in 1948. 

“Average Yield Highest in 16 
Aver on the average price for 
1931 and 1932.’—From “Keynotes,” 
pany of Boston. 


same 


Yield on the Dow-Jones 
6.4°—topped only by 
The Keystone Com- 


Years. 
1948 was 
published by 


age 


Selling Commodities Short 


Kidder, Peabody & Co., 
| La Salle Street. Mr. Martin 
formerly with the 


| Bank & Trust Co. of Evanston. 





| £0 up wnoile other prices are declining, 


work by investing it 
| Spreads its investment: 


by a formula-timing plan which is an adaptation of the duPont | 


pericds | 


“°48 Sets All-Time High. With fourth quarter earnings put at 
| $7.14 by ‘Barron’s National Business and Financial Weekly, earnings 
| per share of the Dow-Jones Industrial Average were $23.07 for the| 
| year—highest annual figure officially om record. This fourth quar- 

ter figure is also the highest for any quarter on record. 

“°49 Sets First Quarter Record. Uncfficial estimates of the first 
quarter earnings are $5.5C per share, an increase of 44 cents over 
the first quarter of 1948—higher than any first quarter earnings 
| officially on record. 

“Dividends Highest in 20 Years. With $11.50 for the dividend | 


months | 


Futures, Inc., 40 Wall Street, New York, the mutual fund which 
devotes its resources to buving and seiling commodity futures, reports 
| for the initial 44. months of operations from Nov 15, 1948 to March 
1, 1949, a rise in net asset value per share from $10 to $13.91. 

Futuies, Inc. profits during the January-March quarter were 
mostly derived from positiens on the short side in cottonseed oil.so; 
beans and other staples. Richard D. Donchian, President and Fund 
Manage stated that “Although commodity futures. markets have 
shown a pronounced degree of firmness in the past two months 
which has resulted in a recent reaction in the Futures, Inc. net asset 
value pe: share to around $12, the underlying trend in prices is 
| Clearly downward. As huge crops come to harvest in the summer | 
} and tali, the effectiveness of the government support program is 
Kidder, Peabody Co. Adds 

(Special to THE FINANCIAI ONI 
CHICAGO, ILL. — Claude W. 


Martin has become connected with | 
135 South | 
was | 
First National | 





test and further 
logical. Concurrent 
security prices may also take pl: 
fallen back to more normal level 
previous war in American 
intends to stress the short side. 
are recognizing that because 


likely to be 
commodity 
activity and 
prices have 
after every 
inanagement 
of investors 


put to severe 
prices appear 


tection against shrinkage In capital resources 
torv losses, real estate losses, security losses 
which might result from < 


history, 
An 
Futures, 
they otfer 


substantial declines 
in 


declines 
ice Until 
s, as they 


Inc., 


A Mutual Fund Comparison 


We like the simplicity 


the Futures, 
increasing number 
shares 
real insurance pro- 
in the form of 
and decreases in income 
business and price level slump.” 





in 
business 
commodit, 
have done 
Inc., 


Cali 


inven- 


and directness of the following tabulation 


taken from an ad published by John G. Kinnard & Co.-of Minneapolis: 





Federal ; 
QUALIFICATIONS—| Savings | Savings 
& Loans Bank 


Life 
Insurance 
Company 


Mutual 
Invest- 
ment 


Funds 








Operates under federai 
and state regulations 


Yes Yes 


Yes 


Yes 








Puts your money to 


Yes Yes 


Yes 


Yes 











Yes Yes 


among many different 
securities 


Yes 


Yes 








Yes 


gers continually watch- 
ing each investmert 


Yes 





Yes 


Yes 





Promises to return a 
specific number of dol 
lars to you on demand 


Yes Yes 








Yes 


No 





Gives your dollars a 
chance to grow 


No No 


No 


Yes 





Less Than 
242% in 
Most Cases 


Earns a return for 
you of 


214% In 
Most Cases 


seco EP and Less 











Less Than 
3% i 
Most Cases 





More Than 
314% i 

Most Cases 
and up to 





4 ihe 5% in Some 
The Drop in Commodity Prices 
The relatively mild decline, 3.4%, wnich has occurred thus far ic 


the all commodity index is due primarily to the fact that to date price 


attriticn has been largely confined to raw me 
have not as vet trickled down to the consumer 


terials. 


These declines 
— level in any great 
the declines in many 


closely 


is clearly evident from 


degree. In the area of primary prices, however, 
instances have been of such drastic proportion as to be very 
comparable to the patterns of 1920-1921. This 
the table below. 
1948 Current 
High Price 
Tallow (per Ib 20¢ a'e¢ 
Cottonseed oil (per lb) 7.16 11.5¢ 
Alcohol (per gallon) $ , 00! 31.5¢ 
Barley (per bu) $3 32 $1.14 
| Cocoa (per Ib) 44.2¢ 18°4¢ 
Piint cloth (ner yd) 265 1o¢ 13 %s¢ 
Lard (per Ib) 25 l2'o¢ 
| Corn (No. 3 yellow—per bu) $2.70 $1.35 
Rye (No. 2—per bu) $3.17 $1.63 
| Steel scrap (ner ton) $4: 2.95 $24.00 
From Calvin Bullock’s “Perspectiy 


Percent 
Decline 
74.3 ° 
—69.0 
68.6 
65.6 


a 
4 


] 
No on 


ow = 


20.0 
50.0 
48.5 
43.8 


Comments on Method of Distributing Funds 


The column is in receipt of the tollowing Ietter from Howard § 
McNair of the Atlanta, Ga., office of Courts & Co 

“Now that the distritution of Mutual Funds has attained such 
wide accentance, methods for best effecting their sale are receiving 


wide spreed study and Giscussion., 
ing efforts as examples cf ‘the blind leecin 
will get very far whe 
daistributicn as something apart from his 
‘high pressure’ methods which I 
of future trouble. 

than this, while small s 
1eal service to the purchaser, 
sales are consummated at a loss. I have 
which the distributing house loses 
with 


| general distributo1 
regu 
| advecaied h 
are seeds 


| ‘Further 
{ 
| 

| sale below 
even point will vary widely 
plicable to one house 
cven, it is a supject reauiring serious thought. 


“Before any dealer embarks on the sale of 


i find a quiet spot where he can spend zebeut a 
| proceedings leading up to the 1949 Invesin 
| this is done, some existing idgas about ap 
funds might be changed.” 


listributing 


Fred L. Richards Dead 


Fred Lloyd Richards, membe: 


| EE 
Alfred Seebass With Otis 
Prospectus ME PINANCIAL Chnaericts 
may be obtained | DENV E R. COLO. Alfred R. 
from authorized dealers, or | Seebass. Jr. has become associated | 
SELECTED INVESTMENTS COMPANY with Otis & Co., First National | 
135 South La Salle Street Bank Buiiding. Mr. Seebass was 


formerly business for himseli 


in Denver, 


CHICAGO 3, ILLINOIS 














g the 


individual 
cannot be currently applied to another. 


blind.’ 


lar 


ave 


houses 


but as 
a 


Someone has described many exist- 
Primarily, 
considers his Mutual 
business, 

ead and 


no 
Fund 
and some 

neard ot 


soles of Mutual Funds represent a 
distributors will find that many of these 
in mind a gross profit per 
money, 


a break-~ 
figure ap- 
How- 


trust shares, he should 


week reading all the 


rent Company Act. It 
propriate methods for 


Cohu & Co. Adds 


Frank A. Sanders 


has becom2 


‘ . . " associate VI ] > Ce. 4 
of the New York Stock Exchange, Wall ied 1g: Pg ona if: 
'died in Doctors Hospital, New the Retail Distribution of Mutual 


21 
> 


‘York, at the age of 62, ' Funds, 
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Banker Deplores Depression Forebodings 


Frank F. Allen tells New Jersey Bankers dolefu! refrains regarding 
bus'ness outlook are factor in producing depressions. Says econ- 
omists can be dead wrong in forecasting. 


Frank F. Allen, President oi the New Jersey Barkers Association, 
President of the Seacoast Trust Company of Asbury 
in the ovening address at the 45th Annual Convention 
Jersey Bankers Association at Atlantic City on May 12, 
warned that? 
the current. which paralyzes needed efforts to 


Getting Financial Data Over to Investors 


By EARLE C. KING* 
Chief Accountant, Securities and Exchange Commission 


SEC official traces history of corporate publicity and marks progress made by regulations of New York 

Steck Exchange and SEC. Cites examples of progress and notes lack of precision in use of terms. Calls 

aitention to cases of accounting deficiencies and discusses forms of statements as worked out in SEC 

regulations. Concludes, though too many annual reports are still guessing games, the ameunt of guess- 
ing required of investors is being reduced. 


wno is also 


Park. N. J.. 


the 


New 


4 
Ol 


coleful Pe ome retreat oe en “Too Many Annual Reports Still Are Guessing Games.” That is the headline of a 
frains regard- “This is sound advice in our], , aa a roe . . + - is ‘ pits . é 

. _ , ‘ . ; S Y ‘ > > « ‘ V aval ea) SS > ‘ re] } ) wn ! g Cl real , ¢ . rmri 2 
ing the busi- own time. It would be foolish tO | hort article in a fairly recent issue of a well known financial wee kly. The author's prin 


cipal complaint is that “. 


. all too many companies still feel satisfied merely to present a 
statement 


of < 


deny that we are in the midst of 
a period of economic adjustment, 


ness outlook, 
emanating 





largely from but haven't we made a pretty) One year’s re- Exchange Commission with proxy holders and not* to the offic 
economists, good transition from war to now, sults and leave statements indicates a continuance, and directors. 
can, of them- with minor dislocations, and still | it to the stock- but slowly, of the trend to com- “A corporation which has noth- 
selves, pro- retaining a good standard of liv- holders’ mem- parative statements. Six out of 34 ing to hide cheerfully sends its 
duce adepres- ing, with government spending!Ory or re- companies supplied no compara- palance shcet out to its stock 
sion by caus- cut from 90 billion to 40 billion a| search to dis- tive figures and five others sup- jolders. and if the latter exhibit 
ing fear and year” icover .the plied comparisons only in con- enough interest in the matte; to 
lack of faith “Within the past few months | changes from densed summaries, Of another request that the certificate of a 
in future. we have changed from a sellers’| the preceding group oi 58 published reports, 16 professional auditor be attached.! 
Speaking On market to a buyers’ market. Prices} Year.’’ In reports omitted comparative fig- such request. will probably be 
Frank F. Allen this topic, Mr. have started on the decline, with) Upport of this ures entirely and 11 others in- complied with. Therefore, ia 
. Allen stated: larger manufacturers announcing | assertion the cluded prior years’ figures onl; In every possible and dignified way 
“I should like to preface my cuts from 10 to 25% on many|A imerican condensed tables. One of this the auditor should impress upon 
remarks with a little story. It is lines of consumer goods. The cost | Institute of group of 58 companies published stockholders the many advantages 
about a man who was getting of living index has been declining | Accountants only a consolidated balance sheet jg themselves of such procedure. 
along in years and was looking steadily for the past six months. study of an- and a balance sheet of an uncon- Wis wale of thm maebielee ae 
for something to occupy his time. “What does it all mean? Well,|¥al__ reports Earle C. King solidated foreign subsidiary ae audited accounts caniaie be md 1 
He had a few dollars saved up, sO all of us remember that it was}! 525 com- amounts of the net earnings and estimated In a seneral way ail 
he opened a hot dog stand on a only a little over a year ago that | Pa ies for fiscal years ending deprecietion for the year were corporations: are "believed ti be 
highway just outside of his city. commodity markets took a sudden} JUlY 1946, to June, 1947, is cited | disclosed in the Presents re- wine unreasonable wet: cont 
It was not long before motorists plunge, and countless experts|@S S®owing that 297, or 57%, of vort. tineahnaling al] pcos Anni ao in 
began to stop, and soon the man yushed forward at that time to|the companies provided no com- But let me go back into history — ; aie 


a? f H any way attempt to serve the pub- 
had imade enough money to rent parative reports. The author ag little before other me I 


billboard space along the highway 
telling the motorists where thcy 
might buy delicious hot dogs. He 


gave vood service and was al- 
ways very generous with the 
mustard and relish, and soon his 


business was booming and he was 
making wonderful profits. He 
rented more advertising signs 
along the highway, made an ad- 


dition to his hot dog stand, and 
hired some help. 
“At that time the man’s son 


who had been away to college re- 


turned home. He saw all that the 
old man had done and he told 
him, ‘Dad, don’t you know that 


there’s a depression coming? Don't 
you know it’s dangerous to sink 
your money in this project when 


the whole economy is liable to 
blow up in a minute? There's a 
serious recession ahead, the bust 


is one the way, and you had bet- 
ter watch your step!’ 

“The old man thought to him- 
self, ‘Well, Junior has’ been 
studying economies in college. He 
should know what he’s talking 
about. I'd better go easy. So the 
old man fired his help to cut 
down his overhead, took down his 
signs, began to be a bit stingy 
with the mustard and relish, and 
stopped buying hot dogs and rolls 
in quantity. 

“His trade began to fall off, and 
his margin of profit became less 
and until soon there was no 
business left and he was- forced 
to give up. As soon ashe did so, 
he said to himself, ‘By golly, 
Junior was certainly right — he 
said there was a depression com- 
ing!’ 

“There is an element of truth in 
the little story. Can’t we hear the 
same dcoleful refrain on every side 
today’? ‘Be careful.’ ‘There‘s bound 
to be a big blow-up.’ ‘The bust is 
coming. The tragic thing is that 
so many businessmen accept the 
idea, and they start to take it 
€asy on their buying and their 
advertising; they cut down their 
inventories, cancel back orders, 
and then wonder why they are not 
selling more merchandise. And 
then their sources of supply close 
down or go on part time for lack 


less 


of orders, and the businessman 
points to the increase in unem- 
ployment and says, ‘See, what 


did I tell you? I knew there was 
a recession coming.’ 

“To these men of little faith I 
would recommend the words of 
our late President, spoken in 


another period of economic crisis: : 


“The only thing we have to 
fear is fear itself—nameless, un- 


predict a recession. That experi- 
ence last year should convince ail 
of us that it is impossible for any- 


one to pose as an expert so far as 


our domestic economic situation is! ee nae S Xd ; 
i to statistical services and financial 


concerned. 


“Just like last year, the current | 
picture is so completely mixed up | 
with domestic politics and inter- 
US | 
who try to take an objective view 
of the picture see only the loud 


national affairs that those of 


splashes of red and purple that 
have been daubed on the eco- 
nomic canvass by men whose 
chief art lies in ‘the field of 
politics and who are only sec- 
ondarily economists. 

“It is easy to be an economist 


in such a situation. All he has to 
do is talk about conditions. It is 
much more difficult to be a busi- 
nessman or a banker for we have 
to act in some definite-way. There 
is an old expression that, ‘Those 
who can, do: and those who can’t, 
teach.’ 

“There is a_ parallel 
of economics and those of us right 
on the firing line who are required 


to take positive or negative action. | 
An economist can be dead wrong! ,,; 4 7 

. & |New York City, May 10, 1949. 
nothing | , 
will be damaged except his own} 
reputation, but let a banker mis- | 


about a trend such as we are wit- 
nessing at present and 


interpret the situation and his ac- 
tion can prove disastrous to those 
who depend upon him. 

“That is why I feel that bankers 
today should keep a very sharp 


see it, for a banker has a definite 
responsibility to maintain pros- 
perity in his community. The bank 
is the leading enterprise of any 
community, and its responsibility 
in community building is based on 
the service it renders. That re- 
sponsibility greatly increased 
during times of economic flux. 
Among all people, the banker 
must be one to maintain a sense 
of balance, especially during this 


is 


period when unreasoning fear 
could have serious consequences 


in our domestic economy.” 





Reginald Dunhill ! 
With Lee Higginson 


(Special to Tut 
CHICAGO, ILL.—Reginald O. 
Dunhill has become _ associated 
with Lee Higginson Corp., 231 
South La Salle Street. Mr. Dun- 
hill has recently been with the 
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Treasury Department. Prior there- 


to he was an officer of Stern, 


i} irom vear to year. 


between | 
those who expound the principles | 





seems to feel that while this may 
only irritating 
investors having access 


be an inconven- 


lence fo. 
publications it is a serious matter 
for the small stockholder removed 
from financial ceaters unless he is 
the rare person who saves reports 
While hopetul 
that subsequent will 
an improvement, the writer of the 
article finds it difficult to under- 


years show 


stand why the movement should 
pe so slow. Corresponding in- 
formation which has been sup- 


plied tor another year shows tnat 

i8 more companies used compala- 

tive in 1947 than ia 

i945. 

A sampling of the current crop 
1948 stockholders 

furnished 


“An address by Mr. King before 
Alumni Association of the Grad- 
uate Scliool of Business Adminis- 
iration of New York University. 


statements 


ot reports to 


to the Securities and 


consideriig 
aspects of the annual reports cur- 
rently being produced. 
A Retrospect 
Mr. Robert H. Montgomery who, 
among other appointments 
formerly a lecturer on auditing at 
New York University. in the first 
edition “Auditing 
Practice.” published in 


of his 


and 1912 


discussed the major advantages of 
Tne sixth in his list was 


an audit. 


protection of stockholders and the 
public with respect to which he 
said: 

“The interests of the real pro- 


prietors of a business (the stock- 


holders in the case of a corpora- 
tion) should be protected in every 
feasible 
One 
ight be served would be to con- 
form to the method. 
There stockholders at the 
annual meeting a professional ac- 
countant the the 
company for the ensuing year, and 


to 


and reasonable manner. 


way in which such an end 


English 
elect 


as auditor of 


his made the stock- 


report is 


Was 


Theory 


lic. 

“For instance, in New York 
City, the taxicab companies nave 
been attacked in the newspapers 
and ordinance after another 
has been passed regulating fares, 
all, of course, reducing them. 
During the last four or five years 
at least two millions of dollars 
have been lost by three or 
of these companies. During 


one 


four 
this 
time they have not made period- 
ical statements to their stockhold- 
ers nor to the public, setting forth 
these losses and the reason there 
for. For some mysterious reason 
publicity has been shunned. 

“i as certain 
thing that if 
statements of operations had been 


is about as any- 


can be certified 


secured and sent to the news- 
papers annually, commencing, 
say, four years ago, a far differ- 


ent state of public opinion would 
have resulted. 

“Corporations which are secre 
tive about their accounts or which 
not certified to 
(Continued on page 30) 


issue Statements 
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$3,150,000 


| The Delaware, Lackawanna and Western 


eye on the economic picture as we | 


| Railroad Company 
| 22% Equipment Trust Certificates, Series I : | 
(Philadelphia Plan) ; 
mature annually $210,000 on each April 1, 1950 to April 1, 1964, inclusive 
Lo be guaranteed unconditionally as to payment of principal and dividends by endorsement 
| by The Delaware, Lackawanna and Western Railroad Company. 
} 
| Priced to yield 1.45% to 2.825%, according to maturity ii 
\} 
[uAHCE Ail ale i these Certifice ai / ff j “ j f Cc ( } 
he Ofteriue Circular may be obtained in an \iatle ! é ( if 
ie uudel wea aia hey ale? j 4 f ti v4 ! 


HALSEY, STUART & CO. INc. 
R.W. PRESSPRICH & CO. 
WM.E. POLLOCK & CO., INC. 


OTIS & CO. 


(tNCOR PORATED) 
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FREEMAN & COMPANY | 
| 
| 
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Wampler & Co, and a partner in| & _ 
A. O. Slaughter & Co. ——- a ~ , —— a 
















reasoning, unjustified terror 
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| ” ~ _ i | 0 S or G nerease 0 rl iS xpor +) 9 of i a St rt equipment 
Hy ; iT 5 P * exported by Britain to Canada. 
i} Canad an SecU rittes | Ganada Without Sterling Devaluation “The announcement made by 
| iH | Addressing in Montrea! on May 19 the Canadian Exporters Asso- ccna ral ed ss ge and Com- 
Jo ———— By WILLIAM J. McKAY Spagemaaancaa —=/| | ciation, of which he is the General Manager, John A. Marsh warned ee # ted is Rsv return salts 
that British export prices must be reduced or the pound sterling " ve ws -Ingdom that aw 
Recent statements in Ottawa by Mr. Harold Wilson, President of | devalued to a realistic level if Canada is to increase purchases of lage to a total of some $25 mil- 
the British Board ot ‘trade, throw into clear relief the tremendous| British goods. ¢ lion dollars would be placed by 
problems which now confront British and Canadian foreign trade. “During the the bilateralism pursued in a won a tae Kingdom in Canada, 
Canada’s vast $700 million stake in the United Kingdom market is! last few weeks measure by Britain with Euro-)| ““* of course, a welcome an- 
jeopardized as a result of the dra-@ there has pean countries was a necessary nouncement and we compliment 
matic change in wcrild economic iorm of economic and financial | been persis- preliminary to multilateralism, eh on it. We welcome the help 
conditions. First and fo.emost it| artifice. tent talk in it was necessary to the recovery | ge oe to our lumbering, 
row appears inevitable that off- | The current efforts to preserve | the financia! of Europe. He has said _ that, ° tine and four industries. The 
shore purchases in Canada under | gt all cost an artificia]) valuation |circles of | whereas Britain had concluded a ors tge money involved, how- 
the ECA program for shipments to! .¢ the pound have a striking re-| London, a |considerable number of bilateral! ie i — rt on measured 
Britain will be sharply curtailed; | semblance to those made in 193i.| good deal ot agreements with European coun- against the loss al eady experi- 
it is obvious and logical that the; at that time also natural eco-| it influenced tries that this was now on the de- Unit d ae Per expart trade to the 
mounting U. S. surpluses of items | nomic forces brought irresistible | by the think- | cline, and that her ultimate ain gy tl Kingdom, 7. not large. It 
now purchased wi.h U. S. dollars} pressure to bear on the over-|ing of this 'was multilateral trading. He wa cheba ay ee oa 
in Canada will be increasingly | valued level of Sterling. Ex- |continent, that states also that if the gap between “Y! ae Sas = : 
diverted into ECA channels. | change reserves were dissipated| without de- the dollar and the pound were Pets ny — + Ags Sc 
A further apparently insuper-|in a vain effort to stave off the | valuation of closed Britain would readily lit sitar Made’ tke bs _— inti 
able obstacle in the path of Cana- | inevitable outcome. The Social-| Sterling it import restrictions in such Ster- enikeiciial a oF Oe 
dian-U. K. trade is in the increas-j} ist Government then in power | will never be John A. Marsh 1ing areas as were under her con- Tt pan s clear that Canada’s 
ing difficulty of British goods to| finally had to admit defeat—— | possible for trol and that in the process of ihe Fee lage st E oi th oy er ph 
compete in the Canadian market. | Sterling was permitted to find its|the Sterling countries to cell closing of this gap import restric- British made goods wal es or ber 
The gravity of the situation is} true levei—the Labor Party called | enough goods in North America io | tions would be lifted wherever ca oo bl. eS r+ will ty i 
only too evident, as Mr. Wilson! in members of the opposition par-| close the dollar gap,’ Mr. Marsh! possible. He has stated that the ay gna aig Patel sey 
makes it clear, that in view of| ties to form a coalition govern-| said. United Kingdom fully realized problem of the United Kingdom 
Britain’s growing U. S. dollar| ment. Perhaps the normal ama Continuing, Mr. Marsh pointed | that the world had moved from to arrive ata price for their goods 
deficit, British purchases in Can-/! ation of natural economic forces} out: “The level of prices in the world seller's market to a world which will meet competition in 
ada must henceforth be financed | will once more cause history to} United States, as measured by buyer's market, and that the the Canadian market and deliv 
with the proceeds of British sales | repeat itself? | Moody’s Index, fell in 1948 from United Kingdom suppliers had al- a eitigisatss ntnm on sig 
in Dominion markets. Even last In the meantime the urgent | 452 to 390. Despite this United | *eady been given instructions by ae psec to ieee 
5 « cS i; ° 


year when conditions were more 


favorable Mr. Wilson pointed out | 


that there was a deficit in U. K.- 


Canadian payments of $470 mil- | 


lion, and at the present time Brit- | 


ish exports were paying for only 
35% of British purchases in Can- 
ada. 

Having outlined 


this serious 


situation, Mr. Wilson was unable | 


to suggest any constructive solu- 
tion. Under’ existing circum- 


| Bretton 


stances this is certainly not re-'| 


markable; handicapped by an ex- 
cess of artificial controls and 
restrictions, the rigid British eco- 
nomic system is not sufficiently 
flexible to cope with current con- 
ditions. Unfortunately also recent 
statements by Chancellor of the 
Exchequer, Sir Stafford Cripps 


| 


offer little hope of any immediate | 


yielding to world-wide pressure 


for a reversal of British policy 
that seeks to perpetuate wartime 
trade restrictions and exchange 


controls. 

What alternative can be offered 
in place of Sterling devalution? 
Will British exporters be called 
upon to cut prices to a point where 


| with 


goods are sold abroad at a loss? | 
In this event the case for Sterling | 


adjustment would require no fur- 


ther advocacy. As matters already | 


stand insistence on the main- 


tenance of the $4.03 pound can no | 


longer be justified economic 
grounds. 
all the more anomalous since re- 


sort has been made to every other 


on 
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The present situation is | 


necessity of other countries out- 
side Britain to maintain foreign 
trade outlets, will sooner rather 
than later bring about a world- 
wide currency showdown. Canada 
has not hesitated in the past to 
take the initiative in an effort to 
secure freer and broader world 
trade. Although her wholehearted 
endorsement of the terms of the 
Woods’ currency agree- 
ments have so far failed utterly | 
to achieve their purpose, Canada 
can still render signal service by 
taking an early firm stand in fa- 
vor of currency realism and the | 
removal of the wartime controls 





that still fetter foreign trade and 
finance. 
During the week the external 
ceection of the bond market was} 
steady although there was evi- 
dence of a growing underlying 
supply, especially of Canadian 
Nationals. The internal Domin- 
ions were also firm in sympathy 
the somwhat mysterious | 
strength of free funds: perhaps 
the imminence of the Federai 
election has some bearing on this 
situation. There was little change 


in the corporate-arbitrage rate 
which remained steady at 11%- 
101%. Stocks were dull and ne- 


Zlected with a sagging trend still 
in evidence. The golds provided 
the only firm feature despite the 
reiterated denials of currency de- 
valuations, but the Western oils 


| ceased to run counter to the gen-| 


| Corp.. National City Bank Build- | 


eral trend following disappoint- | 
ment concerning drilling results 
of the second Golden Spike well. 


Raymond Menning With 
First Cleveland Corp. 


pecial THE FINANCIAL 

CLEVELAND, OHIO — Ray- 
mond F. Menning has become as- 
sociated with the First Cleveland | 





CHRONICLE) 


to 


Mr. Menning in the past was | 
Co; } 


ing. 
an officer of Johnson, Kase & 


James Ebert Adds 


CHRONICLE) 





Special to THE FINANCIAL 


BAKERSFIELD, CALIF.— 
Clifford R. Dickhut has been 
added to the staff of James Ebert 
Co., 630 Chester Avenue. 

inieietinmceacinitat a italiani 


With Francis I. duPont 

Special FINANCIAL CHRONICLE) 
LOS ANGELES, CALIF.—Ru- 
pert C. King is now with Francis 
I. duPont & Co., 634 South) 
Spring Street. Mr. King was for- 
merly with Cohu & Co. and Mer- |! 
rill Lynch, Pierce, Fenner & | 


to TH 


Beane. ' 


| since 


| Kingdom 


! in 


'this change of attitude. 


| go in balancing trade between our 





ingdom prices as mentioned by 
Reuter’s index continued to ad- 
vance from 360 to 405. Since that 
time the United States index has 
dropped scores of points, whilst | 
the United Kingdom index has | 
only lost a point or two. I think 
it is fair to assume that this is a 
clear indication that Sterling is 
becoming much overvalued, both | 
in terms of the dollar and in terms 
of other world currencies. 

“It is probably because of the 
strong psychological resistance to | 
the idea of devaluing Sterling 
plus a measure of disappointment, | 
that provoked the Chancellor ot 
the Exchequer to maintain, as he 
did before a Press Conference in 
Rome ten days ago. that it was 
not desirable or necessary to de- 
value the pound. If this cou of 
action is not taken then it seems 
likely that British manuiacturers 
will need to follow the course of 
the Austin Motor Company, which, 


Pa 

™ 

R 
if 


rsa 


last month, cut 25% off the dollar 
orice of their motor vehicles sold 
in Canada and the United States. 

“Much as Canada would like 
| to purchase many more gocds and 
in great volume from Britain, I do 
not see how this is vossibie until 
British goods are drastically re- 
duced in price and deliveries 


} 


shortened, or, the pound Sterling 
is devalued to a realistic level. 
In my opinion, the United King- 
dom Government will chocse be- 
tween these two courses of action 


in the near future. 
“British pub lic opinion has 
seemed in the last several weeks 


to have undergone a change and | 
the utterances of The Right Hon- 
ourable Harold Wilson. President 
of the London Board of Trade 
he came to Canada last 
have shown that the United | 
Government is. well 
aware of the critical situation af- 
fecting Canadian-United King- 
dom trade and is prepared to take 
steps to better it. I cannot help 
but think that the action of the 
Canadian Exporters’ Association 
its various representations to 
our government, which in turn 
has brought pressure on the! 
United Kingdom Governmeni, 
have had a goodly part to play in 


week, 


“Mr. Wilson in speaking to a| 
Press Conference in Ottawa last 
Monday is quoted to have said: 

‘Our objective is convertibility 


'of the dollar and the vound Ster- | 


line but we have a long way to, 


countries before we can obtain | 
that.’ 

“Mr. Wilson’s utterances since 
he came to Canada outline 


Britain’s present position and the 


prcbable steps that might be 
taken to improve our mutual 
trade. He contends that, while it 
cemé paracoxical tf that 


| the government to put Canada on 


| stocks and bonds? McLeod 


| ton 


| mentioned as being customers of the firm. 


| trained 


| tion. 














iene 
Securities Salesman’s Corner 


By JOHN DUTTON 


Have vou often wished that there was some way that you could 
tell people in plain language what they should know about buying 
Young, Weir & Co. Ltd. of Toronto, placed 
a full page advertisement in the “Globe and Mail” which was entitled 
“What You Should Know Abcut Buving Stocks and Bonds.” Welling- 
Jeffers, who financial editor of the “Globe and Mail,” after 
the advertisement had appeared said: “That was a remarkable page 
advertisement which McLeod, Young. Weir & Co. Ltd. had on page 7 
of the “Globe and Mail” vesterday. I do not recall any previous in- 























cc 
a. 


stance where a firm of investment dealers put rot only their own 
organization but the whole business of buving aid selling invest- 
ments out on the counter for the pnublic to look ai every person 
who finds that advertisemert should preserve it for study and for 
reterence.” 

Here are some of the topic heads of this full page ad. ‘‘What is 
an investment dealer? Whet is a broxer? His functions. Why Buy 


Bonds and Stocks? Putting money te work. Benefits to the investor 
and the country oat large. What is a Bond? Maturity date—interest 

when paid—yield? What is security for a bond? Government and 
Municival honds. What other features do bonds have? How to under- 
stand the title of a bond. How to buy and sell bonds. How the in- 
| vestment dealer buys a bond issue? What are stocks? What are pre- 
ferred stocks? What are common stocks worth? Why do security 
nrices change? How sre stocks traded? What is a stock exchange? 
What does it cost to buy and sell stocks? When should you buy or 
sell stocks? NO ONE SHOULD SPECULATE UNLESS HE CAN 
AFFORD TO TAKE RISKS. Why not get acquainted? More about 


9s) 


bonds and stocks for the asking? 


That is a whole lot of information to put into one advertisement 
and to sev it in a wev that the “mar in the street” will understand, 
but McLeod, Young, Weir & Co. Ltd. did it. Then ihey prepared an 


eight-page folder that was reproduced from the advertisement and 
they have also made it available to those who would like to study 
the iniormation which they have so well put together. AND THIS IS 
WHAT THEY SAY IN A SEPARATE LITTLE STORY ON PAGE 


7 


I 


| SEVEN. 


“ABOUT OURSELVES” 

“Since few investors have the time, facilities or inclination prop- 
erly to investigate securities at first hand, reliance must be placed 
‘pon the representations of the investment dealer. That is why it is 
important for investors to be assured of the firm recommending 
cecurities—its reputation for fair dealing, its past record, experience, 


| responsibility, and facilities for careful investigation of the secur- 


ities it sells.” 

Then a history of the firm is given and mention is made that 
the organization was founded over a quarter of a century ago. Also 
a resume of institutional and other important classes of investors was 
Direct wire connections, 
the statistical service, and the work of the correspondence depart- 
ment which renders a mail service to investors were also explained. 
In conclusion: “Our sales representatives are carefully selected and 
Most of them are university graduates. They began their 
business careers with us and have worked in every department be- 
fore going out into the field. For character and knowledge, you will 


find the members of our sales organization worthy of any confidence 


that you may place in them. They will be glad to call upon you at 
your convenience during the day or evening. As Investment Dealers, 
it will be a pleasure for us to serve you and by the value of our 


' service te you warrant vour confidence and good-will, not only by 


” 


en initial trensaction, but for many years to come. 
This is an excellent piece of sales literature. It tells the story of 


| investment in plain simple language that any high-schocl graduate 


should be 2ble to understand. It is a real attempt at investor educa- 
I do not know whether our Canadian friends have any extra 
copies or not, but you might write to them at 50 King Street West, 
Toronto, Canada. Maybe they have a few copies they.can spare—it is 
piece that you shou!d read. More of this kind of advertising 


a 
L 


a mailing 


Cal e 


e@ everywhere. 
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Business Is Getting Its Second Wind 


By LEONARD A. DRAKE* 


Economist, Philadelphia Chamber ci Commerce 


Asseriing adjustment to buyers’ market and temporarily reduced demand for manufactured goods is 

being taken “in good stride,” Philadelphia economist points to impressive backlog cf automobile demand, 

large foreign orders, including military material, as basis for belief that outlook well into 1950 is for 
excellent, though not necessarily record-breaking business activity. 


Fairless Optimistic on 


Business 


Outlook 


U. S. Steel President expresses confidence marked progress lies 
ahead, despite confused developments. 


Addressing the annual 
meeting on May 18, of the Cham- 
ber of Commerce of the Home- 


Business today is doing all right, thank you. “Taint booming along at quite the fever- stead district, where U. S. Steel 
ish pace of 1948, but there will be sixty million employed this summer — and that was 


Henry Wallace’s dream goal for a postwar mille 
can be made ® 

that this 1949 

buyers’ mar- 


ket prosperity 


is tundamen- 
tally sounder 
and saner 


than the infla- 
tion- haunted, 
over-stimu- 
lated sellers’ 
market of 
1946-48. 

Where 
go trom 
is the ques- 
tien. £L am 
quite willing Leonard A. Drake 
to stick my | 
neck out with the prediction that} 
business will continue on the} 
present high plateau right through | 
ine remaining seven months of | 
1949. Backlogs of such basic in-| 
dustries as automobiles, heavy | 
construction and steel are still; 
such as to warrant our confidence; 
while the full impact of European 
recovery expenditures is only now | 
being felt in the American market. | 

The supports beneath the na-| 
tional economy are measurably | 
and impressively strong despite 
the fact that this proseprity of 
ours has lasted for more than a 
decade; truly a record performance 
in the history of American busi- 
ness. 


we 
here 








3usiness is getting its second 
wind and, in the process of con- 
verting from a sellers’ to a buyers’ 
market, there are casualties. Weak 
sisters (particularly among the 
new group of war and postwar 
establishments) are falling by the 
wayside under the brunt of fierce 
competition. Within the frame- 
work of our capitalistic system of 
free enterprise, this weeding-out 
process is exactly as it should be. 

Competition and record-break- 
ing production have turned the 
price level downward, slowly but 
almost continuously since last 
September. This first sustained 
postwar turnabout in prices has 
caused a more-than-normal drop 
in manufacturing activity for the 
simple reason that buying by 
wholesalers and retailers has be- 
come strictly hand-to-mouth. 
During a period of rising prices. 
it is often profitable to “speculate” 
in inventory—but quite the con- 
trary under present conditions. 
The process of cutting down in- 
ventories to bare essentials shows 
up initially in sharply reduced 
orders at the factory level. This 
painful adjustment has already 
taken place in large degree in the 
textile and clothing fields. Re- 
orders and at least partial re- 
covery are a logical expectation 
during the months ahead but at 
a price level well below a year 
ago. 

Many other consumer industries 
are going through exactly the 
same cycle of adjustment to a 
lower price pattern. Saving grace 
in this situation is that we can 
count on the automobile, steel, oil, 
construction, television and a few 
other basic industries to carry the 
mational economy through this 
first period of true postwar ad- 
justment to normal peacetime 
competitive markets. 


Automobile Demand Still 
Impressive 








The backlog of automobile de- 
mand is svtill impressive. One- | 
“An address by Mr. Drake — 
fore the Convention of the Na- 
tional Association of Credit Men, 
Atlantic City, N. J., May 17, 1949. 


third of the 33 million cars regis- | 


tered in 


the United States are| 


more than 10 years old. Six mil-| 


lion are beyond the critical 
year mark and definitely candi- 
dates for the scrap heap. This is 
more than the industry can pro- 


| duce in a single year. Clearly the 


manutacturers of lower price cars 
have no major sales problem in 
1949 and may even look forward 


with considerable assurance to a| 


continued strong demand in 1950. 
The automobile industry, in turn, 
is undoubtedly our number one 
support for the present high-level 
American business structure. 


Foreign Orders Help 


An additional 


sustaining fea- 
ture is the increased flow of for- 
eign orders for machine tools. 


12- | 


| in 


ball bearings, locomotives. electric | 


motors and machinery of all sorts. 
These are, of course, a direct re- 
sult of $5 billion of ECA funds 
allocated to our friends abroad. 
particularly in Europe. 
pump priming under ECA began 
about this time a year ago but 
hes only recently reached its full 
flow. Many a Philadelphia metals- 
working firm has reported to me 
that these new orders from abroad 
have gone far toward offsetting 
the recent slump in domestic 
business. 
foreign aid for another fiscal year 
at approximately the same $5 bil- 


lion rate—on top of which we arc | 


apparently to have a European 
rearmament program amounting 
to something.over a billion dol- 


lars. 


Congress is continuing | 


Foreign | 





nnium as we all remember. A good case 


must recognize that these sizable 
government grants act like shots 
in the arm, that they are highy 
stimulating to a faltering econ- 
omy. 


No Over-Extension of Credit 


A danger signal for many pre- 
vious depressions was over-exten- 
sion of credit. In 1907 the banks 
were over-extended; in 1921 the 
panic was in major part due to a 
pyramid of farm mortgages; and 
1929 the whole country was 
invelved in stock speculation on 
margin. But, during this past dec- 
ade of booming business, there has 
been a remarkable absence ot! 
credit abuses and marginal specu- 
lation. Truly this is a saving 
grace in this period of downward 
price adjustments and renewed 
cut-throat competition. 

Consumer credit has been on 
the rise and the Federal Reserve 
System is letting down the bars 
so that further sharp expansion 
seems certain—but any danger in 


this direction would seem, on an- | 


alysis of the figures, to be dated 


for late 1950 or for 1951—rather 
than in the months immediately 
ahead. 


Employment Shifts to Non- 
Manufacturing 


While publicity has been given 
to a substantial drop in manufac- | 
turing employment in the United | 
saia | 


States, very little has been i 
about the strength displayed in 


other sections of the labor market 


| tinued. 
f am sure that they can be solvea 


Year-ago comparisons tell a sig- | 


Whatever our politics, we| .1ificant story as follows: 
Naticnal Employment Picture—1949 vs. 1948 
Percentagc¢ 
Maren 1948 March 1949 Changes Change 
(in thousands) 
Manufacturing 16,269 15,549 —720 —- 9% 
ii. 9,598 9,529 — 69 — |} 
Agriculture __ 6,847 7,393 +546 8 
Government 5,546 5,762 +216 - 4 
Service ae : 4,729 4,620 —109 ara 
Public Utilities & Trans. 4,032 3,938 — 94 — 2 
Construction 1,805 1,824 19 l 
Finance 1,697 Doers 14 + ] 
Armed Forces 1,236 1,491 255 1.2) 
Other » : : 
Total “mployed 58.565 59,135 573 
Unemployed 2.440) 3,167 +727 30 
Total Labor Force 61,005 62,305 1,309 L 2% 
Thus. as of March, total national | credit picture which warrants a 


employment was not down—but 
actually 1% higher than a yea) 


ago. It is true that the number of 
unemployed has expanded by 30% 
hut this is due entirely to a sharp 
rise in the labor force, mostly 


| some 


represented by veterans complet- | 


ing their schooling. 
Our national economy is return- 


ing, somewhat belatedly to a 
peacetime footing which means 


less emphasis on manufacturing. 
“Peacetime”’ may be the wrong 
word to use as we have expanded 
our military personnel by one- 
fifth and are about to rearm 
Western Europe. However, 


| that the 


| Prospects are bright — 


the | 


war and _ its accompanying scarci- | 


ties of 1942-45 placed a _ special 
premium on manufacturing and 


it has taken all these postwar | 


years to bring this one field of 
buman endeavor back down to its 
prewar ratio of roughly one-quar- 
ter of national employment. 


: 
| bers of 


corrective depression. Our major 
backlog industry — automobiles— 
is still in great shape and foreign 
orders, including the military, may 
be counted on to increase for 
time to come. These are 
facts behind our conclusion 
outlook for the 


the 


rest oj | 


1949 and well into 1950 is for ex- | 


cellent though not necessarily 
record-breaking business activity. 
not bril- 
liant! 





With Shuman, Agnew Co. 


(Special to THe FINnanctat Cunonicie) 

SAN FRANCISCO, CA LIF.- 
William M. Kennedy has joined 
the staff of Shuman, Agnew & 
Co., 155 Sansome Street, mem- 
the New York and San 


| Francisco Stock Exchanges. 


My personal opinion is that we | 
are taking the adjustment to a/| 


buyers’ market and to a tempo- 
rarily reduced demand for manu- 
factured goods in good stride. Cer- 
tainly there is nothing in the 











With Don A. Chapin Co. 
(Snecial to Ter BWrysercese CumRON'CLE) 
FT. COLLINS, COLO.—Robert 

R. Baker has been added to the 

staff of Don A. Chapin Co., 155 


North College Avenue. 








Corporation 
operates one| 
of its iargest | 
plants, Mr. 
Fairless, Pres- | 
ident of the) 
corporation) 
expressed a 
beliefithat 
American in- 
dustry is on! 
the threshold | 
ofafuture 
that will corn- 
pletely over- 
shadow the} 
present. 
“Aimer?.ca’s 
plants are the best equipped in 
the world,” Mr. Fairless declared. | 
‘‘America’s workers excel in skill. 
America’s operation supervisors, | 
engineers, research technologists, | 
merchandising experts and busi- | 
ness executives are of top quality. 
Above all, America, is dynamic. | 
It has the will to accomplish. 
These are great assets and are} 
bound to make themselves felt. 
“Short-term developments may | 
for a time confuse us, as they con- | 
fused Andrew Carnegie 60 years | 
ago, but I, for one, am confident | 
that marked progress lies ahead | 


Benjamin F. Fairless 


for your district and for the na- | 


Fairless con- 
problems, but 


at large,’ Mr. 


“We have 


tion 





dinner’ 


if we work them out for the good 
of all concerned and not for fac- 
tional advantage. it is the sensible 
thing to do. We learned how ef- 
fectively we could do it during the 
war. We have a. equally great 
challenge today.’ 


Mr. Fairless said the challenge 
will be met, not by dwelling on 
what’s wrong with the country, 
but by fully assessing our advan- 
tages. He stated that American 
industry has fought inflation 
with production, and pointed out 
that inflation in other countries 
has been marked by advances in 
prices that outran the purchasing 
power of wage earners. 

Mr. Fairless cautioned that 
during a period of monetary in- 
flation the facts about wages and 
prices are easily obscured. “It is 
only by relating them to buying 
power that we can ascertain their 


real trend,’ he _ stated. ‘Real 
wages are increased by greater 


production per man per hour. And 
increased productivity is made 
possible by better methods, better 


| equipment, better plants, greater 


knowledge and increased _ skill, 
This is true everywhere. The 
standard of living can be no 


higher than the production stand- 
ards of a country. It is productive 
power, coupled with merchandis- 
ing and business ability, that 
determines real wages and living 
standards. You in the Homestead 
district typify American produc- 
tive power at its best.’ 
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New York State 


ta be cons'rued as an offering af securities Jor 


cr as a Solicitation of an offer to buy, any securities. 


means vf 


the Pre Specks. 


Shares 


Electric & Gas 


Corporation 


Common Stock 


($25 Par 


Value 


Rights, evidenced Ivy Subscription Warrants, to subscribe for these shares 


at $44.50 per share have been issued by the Company to its stockholders, 


which rights will expire at 3 P.M., Eastern Daylight Saving Time, June 9, 


1949, as more fully set forth in the Prospectus. 


During the subscription period the several Underwriters set forth below 


may offer shares of Common Stock acquired through the exercise of rights 


and any unsubscribed shares at prices not less than the Subscription Price 


set torth above and not greater than 


the highest price at which the Com- 


mon Stock is then being offered by others in the over-the-counter market 


plus the amount of anv concession to Dealers. 


During the subscription | 


yveriod the several Underwriters will pay fees to 


certain selected securities dealers in those cases where such dealers have 


been instrumental in obtaining the exercise ot Subscription Warrants by 


the original holders thereot. 


Cap Jee Prous pectu 4 htatned tn any State 1n which thts announcement ts 
roulated fron 4 f wndeririters, set forth below, and fram any of the 
j . 
ted securities dealers as may tezally offer these securities in such State. 


The First Boston Corporation 


Lehman Brothers 


Wertheim & Co. 


Merrill Lynch, Pierce, Fenner & Beane 
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Public Utility Securtites 





By OWEN ELY 





General Public Utilities 


Utilities. 
entire million 
company, from proceeds of 
York properties-—New York 
and Staten Island 


tne company 


funded debt 


Public 
$53 


of General 
retire the 
subholding 


New 


review 

to 

the 
in its three 
& Gas. Rochester Gas & Electric 
$34.5 million was raised from the sale of New York 
and a substantial part of these funds has been 

narked redeem the $20,854,000 “A-ELEC” 4's on June 26. 
The stock sale, which was made on a subscripticn basis to GPU 
tockholders, proved very successful, the stock advancing about six 
points from the subscription price of 41 

What will be the effect on system earnings of the dilution re- 
S from the sale of these common stocks to retire the A-ELEC 
t1,% and 5% bonds at call prices? Fortunately, in the meantiine, 
ystem earnings heve made a sherp upward surge. In the first quar- 

of 1949 net income (including Associated Electric) was $5,580,760 
ompared with $4 205,758 last year, an increase ol nearly one-third. 
In the calerdar year 1948 earnings were $2.07 a share and if the 
recent rate of increase prevailed through 1949 earnings might ap- 
proximate $2.75 a share: but of course these amounts include all the 
York properties. 
How should these figures be adjusted to a prg forma basis to 
exclude the New York State properties and eliminate Associated 
Electric Company’s interest? First quarter results excluded the 
operations of New York State Electric & Gas but included dividends 
received from that company. The balance of income of all operat- 
ing subsidiaries (before New York State dividends) in the March 
cuarter wes $5.938.374, compared with $17,378,553 for the 12 months 
ended March 31. In the first quarter Staten Island Edison earned 
$187.463 anc Rochester Gas & Electric an estimated $750,000 (no 
figures have been published for the latter). Deducting these two 
companies would leave an approximate $5 million, which projected 
to an annual basis (with allowance for seasenal trend) might ap- 
proximate $15,000,000. 

Assuming thet all holding company debt is eliminated, together 
with the interest charges of Associated Electric, expenses and taxes 
of GPU mizht be reduced to around $1 million leaving approxi- 
mately $14 million net income for 1949, pro forma. The elimination 
of Associated Flectric would cance! 107,000 shares of GPU stock and 
on additional 419.000 shares may alse be eliminated by July, 1951 1 
security holders of predecessor companies do not claim these shares. 
it seems likely that some part of this stock may have to be issued, 
snd it ev be reasonable to assume that instead ol tne present 
aporoximate 7,700.000 shares there wil! eventually be outstanding 
about 7.300.090. On this basis, the net income cf $14 million (as es- 
timated above) would amount to about $1.92 a share. Thus it ap- 
pears that the effects of rate increases, economies resulting from 
new generating equipment, etc., may largely ofiset the loss of 
income arising from sale of the New York properties. 

a recent study prepared 
firm. They estimate 


last 
cecided 

Electric 

heldings 


Sine 
ipyarently 
Associated 
of stock 

Electric 


Some 


our 


=O) 
common stock, 
! ta 


Wine 


a 


Neu 


These results seem to be conlirmed by 
by Model, Roland & Sione, a Stock Exchange 
600 shares outstanding in the middle of 1951), and parent company 
earnings of $1.30. However, the study assumes that. while earnings 
of the Philippine subsidiaries should double from the 1948 level of 
$1.560.000. only one-third of the $3,000,900 earnings would be paid 
out in dividends. If two-thirds were paid out, this would mean -an 


. - . a , 7 °7V1CA 5 
additional 14 cents for the parent company which would raisc¢ the 


parent income to $1.44. However it seems probable that eventually | 


the SEC may require sale of the Philippine companies and hence it 
seems unsafe to capitalize eventual earning power at a very high 
multiple of earnings. 

Own the basis of current trends a GPU dividend rate of perhaps 
$1 early in 1950 and $1.25 by 1951 would seem a reasonable expecta- 
tion. If capitalized on a 6'»% basis, resulting prices would be in 
the range of 1542-1914. The stock is currently around 1414. Of course 
the sales of Rochester and Staten Island might result in valuable 
rights to stockholders and expectation of these rights may be re- 
flected in the current quotation to some extent. 


Hendershot Hits SEG Dealer Examinations 


Financial Editor of New York ‘“World-Telegram” compares it with 
police invasion of every home to prevent crime. 


In an editorial which apveared in the New York ‘“‘World-Tele- 
gram” on May 19, Ralph Hendershot, Financial Editor, in commenting 
on the plea by Chairman Edmond M. Hanrahan, of the Securities and 
Exchange Commission, before a Senate Appropriations Committee 
ngainst reduction in funds for his* 
organization, holds it is waste and, bulk of our security dealers and 
unnecessary extravagance as well brokers are honest. Otherwise the 
as bad policy for the SEC to make jails would be filled with them. 
regular or trequent examinations Mr. Hanrahan might be asked how 
of all securities dealers and bro-, many oi these registered brokers 
kers. Mr. Hendershot points out! and dealers were sent to jail or 
that the Commissioner, in request- fined because of the examinations 
ing funds to examine regularly;of his men. How many serious 


| recent 


that GPU can enjoy consolidated earnings of $2.23 (assuming (,170,-| 


more than 4,000 registered securi- 
ties brokers end dealers, makes ‘“‘as 
much sense as if he called atten- 
tion to the terrible situation which 
would exist if policemen were un- 
able to invade the homes of every 
person their to if 
some of them were not committing 


on beats see 


crimes. Why does he suppose it is 
necessary to examine the opera- 
tions of all brokers regularly?” 
“It must be conceded.” continues 
Mr. Hendershot, “that the great 


violations of the law did they dis- 
cover? 

a i 
make 
security 


unnecessary for the SEC 
regular examinations of 
people just as it 
policemen 


is 
to 
these 
is unnecessary for to 
searcn every person they meet ior 
concealed weapons. Some admit- 
tediy may be violators of the law, 
but their dealings are a matter of 
public record and their clients 
would be quick to report fradu- 


lent acts.” 


The Economic Outlook Not So Healthy 


(Continued from 5) 


tion to the point where it is pushed 


page 


out of its proper perspective. That, | 


leads to too 


too mucn 


almost inevitably, 
much optimism or 
simism. 

Some overstres- 
he pnysical aspect of produc- 
They are bound to end ut 
too pessimistic particularly be- 
cause they are likely to unaceresti- 
mate the factor of continued 
provement in: productivity. 

Others are convinced that all w: 
have to co, in order to keep the 
boom going indefinitely, is to hola 
purchasing power at or near its 
peak level. They are fol-| 
lowers of the so-called purchasing 
power theory and they are con- 
vinced that this goal can be] 
reached by a policy of higher | 
wages, lower prices and lowe! | 
protits reintorced by a perma- 
nent high level of government ex- 
penditures, especially public works 
and larger social disbursements. 

There is, of course, no doubt 
that a high level ot purchasing 
power is synonymous with good 
business. But merely passing out 
dollars is hardly a sound method | 
of holding the purchasing power 
up. 

It is true that in the final anal-| 
ysis consumption and production 
must balance out if serious eco-| 
nomic distortions are to be| 
avoided. But trying to decide 
which of them comes first, be- 
longs strictly in the same eate- 
gory as the perennial puzzler of 
which came first, the chicken or 
the egg. 

The two of them must be ap-| 
praised together if vou wanta bal-| 
anced judgment. 

For a long time now, we have | 
been told that there is no danger 
ahead because purchasing power | 


pes-| 


Oovservers aYre 


S 2) 
sing 


LON). 


im-=- 


| is extremely high. That, however, | 


is very much like putting the cart 
before the horse. It an argu- 
ment that gets cause and 
mixed up. Purchasing power is 
high because the production ot | 
goods and services is high. When 
production slips, purchasing | 
power slips right with it—as in- 
deed it has done since last Decem- 
ber. 

Why Production {s Declining 

Why, then, has production been 
cropping since last October-No- 
vember? Obviously because de- } 
mand ior most products declined, | 
and is still declining, and obvious- 
ly because more and more manu- 
facturers are coming to the con- 
clusion that, at this stage of the 
game, there little chance for 
stemming the drop in_= sales 
through price reductions alone. 
Obviously, distortions between 
supply and demand developed so| 
fast since late last year that one 
manufacturer after the other, one | 
industry efter the other. are now} 
declining to cut back production. 

Look at it this way: The 
physical volume of production. 
measured by the Federal Reserve 
Board index, reached a postwar 
peak of 195% of its 1935-1939 | 
average last October-November. 

That meant that physical pro- 
duction then was nearly twice as| 
large as before the war. Obviously 
the country has not grown fast | 
enough to absorb that much more 
production. The population is now 
some 11 or 12% larger than pre- | 
war and the number of new fami- | 
lies jumped sharply during the 
war. The rate is back to nearly 
prewar now. There has been a 
sharp increase in the standard of 
living, particularly in those areas 
which once were the typical back- 
ward areas in the country. In ad- 
dition, we are now engaged in a 
tremendous defense and foreign 
aid program, accounting roughly 
for about 10% of our total pro- 
duction volume today. 

Take alf these growth factors, 
add them together, and allow a 
large margin for errors of under-| 
statement—and it is still difficult | 


1S 


1S 


, to account for more than perhaps 


a 50 or 60% increase in real, not— 


| and 


| of 


| trying 


| postwar 
|} expenditures 
| could be considered a normal rate 


| tories. 


effect | 


‘ing equipment to builders’ 


| easing 


| durable 


merely dollar, purchasing 
over prewar. 

The rest of the postwar boom 
was the direct result of extra- 
ordinary and, unfortunately large- 
lv self-defeating, factors. When 
the war ended a tremendous de- 
ferred demand existed. Consumers 
were stalVed (Or GQuraple anu 
durable consumer goods. ‘Ihei 
cioset shelves were empty: thei: 
electrical appliances out of order: 
of course, everybody wanted 
a new ear. Distribution pipelines, 
from the wholesaler and jobber 
down to the retailer, were « mpry. 
Manufacturers’ entories were 
down to bare minimum workiiig 
stocks. On top of this deferred 
demand, last year’s announcement 
our rearmament program 
started another fear-inspired for- 
ward buying rush for the purpose 
of building up larger inventories. 

But even that was not all. For- 
eign nations were feverishly try- 
ing to lay their hands on Ameri- 
can goods of any kind. Our export 
surplus soared. 

And American industrialists, 
to boost their individual 
share of the postwar boom, rushed 
in with bigger and better expan- 
sion programs which boosted the 
rate of private capital 
way above what 


powell 


limit 


ny 
ii\ 


of expansion and plant moderni- 
zation. 

There lies the answer why pro- 
duction last year was driven to 
nearly twice its prewar level. 

Obviously, a relapse had 


+ 
«O 


| come. Consumer shelves are filled. 


Pipelines are full. Manufacturers 
are buying on a hand-to-mouth 
basis—and in many cases not even 
that much because they are once 


| more trying to reduce their inven- | Government is now closely watch 
} . . We - 


The bloom is off the de- 
ferred replacement buying boom. 
We are struggling back to a 
straight replacement basis and 
we don’t like it. 

As usual, non-durzble industries 
felt the drop in demand first. 
Some of them started to slip as 


long ago as last summer. By fall, | 
they were in almost uniform re- | 


treat. 

Durable goods industries 
counting for about 40° of 
production, as against 60% 
non-durables—kept up full blast 
longer’ because of the postwar de- 


mand for automobiles and the un- | 
, some members and officials of the 


precedented size of postwar order 
backlogs for producer goods of all 
descriptions—from heavy generat- 


ware. 


There are now definite signs, 


however, that this picture is also} 
| changing. The demand 
| by far the most signfficant baro- 
meter of the heavy industries, is | 


for steel, 


and steel production has 
already been reduced 
Automobile makers are expecting 
selling trouble as soon as the 
summer is over. New orders 
durable producer goods are lag- 
ging and backlogs are rapidly dis- 
appearing. 

Downward readjutments in the 
goods industries, in 
past, never have proceeded at a 
slow pace for long. Once they start 
to slide, they usually get going 
downhill fast. That applies par- 
ticularly to steel. A 25 to 30% 
drop in the use of steel capacity 
within a period of three or four 
months is by no means something 
unusual. Some people are expect- 


ing such a drop before the end of drop. 


| major 


the current year; maybe as early 
as in the third-quarter. 

It could happen that way 
despite the cushion of defense and 
foreign demand for steel and 
heavy machinery. 

Private plant 


expansion and 


modernization still is rolling along | 


at a fast clip. A large number of 
expansion programs were blue- 
printed during the war for im- 
mediate postwar .execution. 


Enough of these projects are still | 


uncompleted to prevent a sharp 
drop in private capital expendi- 
tures for another six 


| take the place of 


ac- | 
total | 
for the | 


hard- |} 


for | 
| close to the 
|eral Reserve index, 
| ment 
the | 
| May— 


'clines since then. 


| peak 
| July or August. 


months. ' 


After their completion. the big 
problem will be whether or not 
new programs will be launched {, 
the completed 
ones. That still is the $64 question 
today. Our guess is that a pause 
in the postwar expansion drive is 
likely, not only because of present 
tax uncertainties, but also {o ive 
industry time to adjust its iacili- 
ties to the present market demand 

before it starts to project :utur: 
needs. Such periods of hes:ation 
are the only sound way to avoid 
serious over-expansion in 
vidual fields, 

That is why, if left alone. heavy 
goods industries could easity cro: 
30 to 40% below their postwar 
peaks within the year. There is 
little chance, however, that the 
Administration will let things get 
that far without throwing its re- 
sources into the breach. 

Some observers anticipate that 
the impending decline in the dur- 
able industries may be offset by 
a recovery in some of the im- 
portant non-durable industries 
Which are already well alone with 
adjustments in prices and pro-~ 
duction, 

I tind such a pattern d‘fficult 
to visualize. It is true enough that 
non-durable goods, and in many 
instances production, as well. have 
been cut to well below the pres- 
ent level of consumer demand. 
but I am still afraid that a real 
decline in durable goods produc- 
tion will cause a secondary wave 
of downward adjustments in most 
non-durables because it would be 
accompanied by more une. ploy- 
ment and enough general uncer- 
tainty on the part of buvers to 
curtail purchases further. 

This eventuality what 


Indl 


is the 
ing, 
Administration’s Viewpoint 

At present, the Administration 
believes that the economic outlook 
does not yet warrant the siart of 
a large-scale anti-deflation pro- 
gram. Members of the President’s 
Council of Economic Advisers 
for once apparently unanimous— 
are now working on a biueprint 
for action in case the business de- 
cline threatens to deepen. But 
they don’t think that they will 
have to swing into actio, this 
year. 

I have repeatedly tried to nail 


Council down to say whic. point 
in the Federal Reserve Board pro- 
duction index or which level of 
unemployment they would con- 
sider as danger points, or as sig- 
nals for the launching of a con- 
centrated anti-deflation program 
For obvious reasons, they don’t 
like to be tied down to any spe- 


| cific point. 
slightly. | 


But it is my hunch that the 
Administration will swing into ac- 
tion —- with heavy guns if and 
when industrial production gets 
160 level in the Fed- 
or unemploy- 
gets close to the 5.000,000 
mark. 

At the moment—that is mid- 
the Federal Reserve Index 
is probably nearing 175. It was 
184 for March and 179 for April. 
3ut there have been further de- 
Currently, 
therefore, the index is nearly 20 
points, or roughly 10% below its 
peak. 

That already a good-sized 
But even if there »vre no 
strikes in the steel. coal 
or automobile industries this sum- 


is 


mer, it is quite possible that the 


the 
in 


170 at 


slump 


index will slip below 
of the summer 


If that happens, much will de- 
pend on whether or not a satis- 
factory rebound occurs after La- 
bor Day. If the snap-back fails to 
reach its normal seasonal strength 
the adjusted Federal Reserve 
Board index could conceivably 
slip back to near the 129 mark 
by the end of the year. 

I don’t know whether the econ- 
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omists— who are now speaking 
about a healthy disinflation — 
would consider a 17% drop from 
195 to 160 a “deep” recession or 
not. in our book, this would have 
to be called a full-grown reces- 
s10n. 

That leads, of course, directly to 
the second question: if there is a 
drop to such a level, how long 
would such a recession last; how 
“protracted” would it be? 

There are three methods which 
can be used in order to stimulate 
purchasing power: 

(1) A cut in prices, resulting 
from higher productivity of labor 


and management; 

(2) A cut in profits and their 
distribution in the direct form 
of wages; and 


(3) Higher Government expen- 
Gcitures. 

Of these, the first one—higher 
productivity—is the soundest but 
it is slow-working medi¢ine rather 
than a miracle drug. 

A cut in profits would be highly 
deceiving because, while wages 
might be boosted a. little for 
awhile, this method would result 
in further cutbacks of private 
capital expenditures because a 
very large share. of these is now 
financed through earnings. 

That leaves it strictly 
Government spending. 

It is difficult to estimate in ex- 
act figures how much the national 
product may drop because the 
inventory boom is Over and the 
frantic phase of the private capi- 
tal expenditures boom is wearing 
off. But it is conservative to es- 
timate that these two _ factors. 
during the last few years, have 
accounted for at least $20 billion 
annually—or just about as much 
as Our combined defense and for- 
eign aid spending. 

Yet, if the Government would 
like to keep the national product 
at or near the postwar peak level 
of roughly $250 billion, it prob- 
ably would not be enough to 
merely add another $20 billion to 
Government expenditures because 
there is a strong probability that, 
in case such a Government pro- 
gram is executed. more private 
dollars would become alarmed 
and discouraged and end up in 
hiding instead of in investments: 

Would the Government be will- 
ing to throw all its resources into 
such a fight—and if so. what are 
the chances for success? 

During the early 30s, a similar 
policy failed. But conditions are 
auite different today and we have 
learned a lot since, particularly 
ciuring the -war. It seems rather 
outdated today to be too skeptical 
to what the Government can 
accomplish—if it, sets out in earn- 
est to do something. 

A year ago, many observers 
thought the Government would 
not be able to support the price 
of its bonds. Today—the problem 
is to hold bond prices down rather 


up to 


as 


than up. Time and again it has 
been predicted that farm prices 
would break right through their 


support levels. Yet they are still 
up there, even though the support 
floors have “buckled” from time 
to time. 

Will An All-Out Anti-Deflation 

Policy Turn Tide? 

An all-out anti-deflation policy, 
I feel quite. sure, could do the 
trick of turning the tide—but it 
would really have to be ‘all-out’, 
and not “too little, too late,” as in 
the carly 30s. 

This, of course, would mean the 
return to an inflationary policy 
and it would further postpone the 
time when we can hope to get 
into a period of sustained but 
gradual growth—based on further 
gains in the standard of living and 
powered by progressive price re- 
ductions as the result of gains in 
productivity. 

Hisher productivity holds the 
key to our long-range economic 
future. Much can be accom- 
plished in this field quickly—but 
any real and lasting progress will 
come slowly. 

There is the the 


story about 


Southern textile mill which found 


iiself confronted with a _ serious 
cost problem. It was either get 
costs down or go out of business. 
So the management tried a little 
psychologicai wartare. lt posted 
on the Bulletin Board a formula 
describing the regulations on how 
to obtain unemployment insur- 
ance. The result was miraculous: 
a 20% increase in labor eiliciency; 
alinost overnight. 

But don’t be lured into a false 
sense ot security: improved labor 
eiticiency alone wiil not close tne 
present gaps between potential 
capacity and potential demand fast 
enougn to avoid the need tor tur- 
ther, at least temporary, cutbacks 
in production. ‘inhis will accen- 
tuate the problem of the marginal 


producer who will be squeezed 
out unless he can do something 


very drastic about his labor costs. 

‘the tate of these marginal pro- 
ducers will present you with your 
most difiicult problems for some 
lume to come. ‘lo what point will 
they remain gocd credit risks? 
Your decisions may frequently 
spell the difference between lite 


ang death o: such businesses. 
That means that, in addition to 
looking at a company’s cost fig- 
ures and viewing its” record 
against the general economic 
background, you must also know 
something about its labor rela- 


tions and the temper of its em- 
ployees. 

It is almost inevitable that there 
will be a greater rate of mortal- 
ity among _ businesses — unless 
labor learns its postwar lesson fast 
and the Administration is not pan- 
icka into immediately rushing 
into a new super-duper inflation- 
istic policy witn deficit financing, 
public works from road building 
to leaf raking: more lavish dis- 
tribution oi social penefits, more 


defense and foreign aid outiays, 
price props and_ stockpiling and 


what have you. 

The purpose of any increase in 
gcvernment spending is, of course, 
to bolster purchasing power—and 


inake people use their money to 
buy. 
At the moment we have not 


only an international cold war on 
cur hands; but a domestic one as 
well. That the cold war be- 
tween sellers and buyers on prices. 


is 


Public Wants Lower Prices 


The public—very similar to the 
industrial parchaser —is holding 


out tor lower prices. Consumers 
must be coaxed into the stores 
and the bait used is bargain 


prices for special promotions. Re- 
tail sales—in dollar volume—this 
year to date nave been running 
only approximately 5% below the 
last year. The figure tor depart- 
ment stores is even slightly more 
ievorable than that. That is a 
surprising result because it means 
that the physical volume of retail 
sales thus far hasn't dropped at 
all—at least over-all. A great 
number of individual retail fields, 
as we all know, have been hard 
hit already. Yet retail sales fig- 
ures. at this stage of the business 
cycle, are apt to be rather mis- 
leading. 

Buying momentum, in the past, 
has frequentiy carried several 
months past the peak of the boom. 
This is easily explained because, 
at the first signs of real trouble, 
retailers will try to cut down 
their inventories even if this 
means considerable sacrifices on 
price. The duplic is usually quick 
in realizing its improved bargain- 
ing position and will be induced 
to buy only if price reductions are 
substantial. 

Such price cutting can, of 
course, not the continued ad infin- 
itum. There comes a time when 
such lower prices must be inte- 
grated into the manufacturers’ cost 
structure or else. That is why 
real trouble lurks ahead because 
thus far not much has been ac- 
complished in the field of manu- 
facturers’ cost reductions. 

There is iittle doubt that, bar- 
ring an early start of a new and 
potent anti-deflation program by 
the government, retail sales will 
continue to lose ground. It would 








be surprising if the 1949 annual 
total would not be more than 10% 
below last year. It 1s easy enough 
to lead a horse to water but you 
can’t make him drink. 

Further declines in production 
and sales will be accompanied by 
turther losses in commodity 
prices. Recession and price defla- 
1ion usually feed upon each other. 
lt is probable that we will: ulti- 
mately enter into another period 
ot sustained industrial growtn 
with a receding commodity price 
trend. We had such a period dur- 
ing the early and middle '20s. But 
a repetition of such a pattern is 
not likely in the near future. 

Thus tar the retreat in whole- 
sale prices has been quite orderly 
and moderate. Since its postwar 
peak was reached last August, the 
Bureau of Labor Statistics whole- 
sale index has declined about 7%. 
It has come down from 169.5 to 
about 157.0. The decline has been 
effectively cushioned by the cur- 
rent system of government farm 
price supports which has largely 
neutralized last year’s record in- 
crease in supplies. There will be 
no essential change in that policy 
this year and there is no reason 
to doubt that farm and food prices 
can be kept under reasonable con- 
trol for another year, although 
there will be further declines. 

Industrial price declines, on the 
other hand will likely be accel- 
erated—now that the nonferrous 
price group has definitely col- 
lapsed and the steel price struc- 
ture is no longer anywhere near 
as firm as some steel producers 
still would like us to believe. 

The danger of looking at price 
averages only is best illustrated 
by the fact that a large number 
ot individual commodities already 
have suffered very sharp declines. 
In fact, these losses range from 
50 to 80% from their postwar 
peaks for such items as tallow, 
industrial alcohol, steel scrap, fuel 


oil, cocoa, cottonseed oil, lard, 
turpentine, glycerine, printcloths 
and, of course, the grains. They 


range from 30 to 50% for another 
large group including copper, lead, 
hides, rosin, burlap and others. 
Finished goods prices usually 
lag behind changes in raw mate- 
rials. But the soft spots are now 
ceveloping in metal products as 
well as in other finished goods 
and there is little prospect for an 
early reversal in this trend. 


A Further Decline in Prices 


Summed up, it appears a rea- 
sonably safe guess at this time that 


the Bureau of Labor wholesale 
index over the balance of 1949 
will decline another 10% which 


would bring it down to a level of 
approximately silghtly more than 
15% under its 1948 peak. 

This, of course, is a very much 
smaller decline than the price col- 
lapse that occurred in 1920-21. 
But it is important not to let the 
relatively moderate over-ail de- 
cline overshadow the fact that 
prices in many individual fields 
are quite vulnerable; very much 
more so than the overall decline 
would seem to indicate. 

Commodity analysis is now def- 
initely back on a selective basis. 
Money is going to be made or lost 
by the degree of success in an- 
ticipating individual price changes. 
That puts a premium on successful 
purchasing. 

Closely related to the price 
trend is the inventory outlook. 
Here again overall figures, as re- 
ported by the Depariment of Com- 
merce, provide helpful background 
information because they offer an 
important clue in analyzing 
trends—but there are so many im- 
portant differences between indi- 
vidual industries and individual 
companies that generalizations 
may be misleading. 

You must look at the exceptions 
rather. than the general rule in 
order to appreciate the potential 
inventory dangers. See what the 
precipitous decline in oil and fats 
prices has cone to soap manutac- 
turers. Look at the large inven- 


+ enough — but 





tory losses many food processors 
have suffered already. 

Commercial failures are now 
running at a rate about twice as 
high as a year ago. That is bad 
how many more 
businesses are just quietly folding 
up because they can no longer 
stand the gaff. 

To be sure, the overall working 
capital picture of industry today 
is excellent. The latest computa- 
tion of the Securities and Ex- 
change Commission on the work- 
ing capital of American corpora- 
tions, as of the end of 1948, showed | 
current assets of $123 billion and| 
current liabilities of $58 billion 


or a net working capital of $65 
billion. That was $4.2. billion 
higher than at the end of 1947— 


put the increase was due entirely 
to higher = inventories. These 
showed an increase of $4.3 billion 
for the year. Cash and govern- 
ment securities were unchanged at 
a tremendous $36 billion. But, of 
course, behind this figure there is 
a very uneven distribution. 


No Wave of Commercial Failures 

Looking at the data on current 
assets, recent price and inventory | 
changes and the price outlook for 
the balance of the year, one can 
feel quite sure that there will be 
no repetition of a wave of com- 
mercial failures such as occurred | 
atter World War I. But it is well 
to remember how quickly the| 
earnings picture of industries or} 
individual companies can change 
The most dramatic reversal oc-| 
curred after the first World War'| 
when in 1920 corporate earnings | 
set a new peak and the very next) 
vear ended up with more com- 
panies in the red than in the black | 
—and a net deficit figure for all of | 
them taken together. 

Of course, recent earnings fig- 
ures have been extremely favor- 





able; particularly the cumulative 
totals. But it is rather significant 
that despite the reported overall 
increase for the first quarter oi 
1949 actually two-thirds of the re- 
porting companies had _ smalle: 
earnings and only one-third 
showed further gains. A year ear 

lier nearly 85% of the net total re 

porting companies had moved 
higher. This proves that as far a 

an earnings yardstick is concerned, 
the number of companies report- 
ing gains or losses is more impor 

tant than cumulative’ earning 
iotals. 

Unfortunately, high sellers’ 
market profits have an uncom- 
fortable habit of disappearing alt 
too quickly — a fact unions anda 
Administration spokesmen don’t 
seem to understand. The fact is 
that the most competitive indus- 
tries — such as textiles, coal or 
petroleum—which in normal times 
of buyers’ markets have the great- 
est difficulties in making a re 
spectable showing experience 
the sharpest earning gains when 
their industries find themselves in 
the midst of a sellers’ market, such 
as existed during the war and in 
the initial postwar years. But, by 
the same token, the transition 
back from sellers’ to buyers’ mar- 
kets means a very quick reversal 
in their earnings outlook. 

It is helpful, of course, that af 
present there is no chance for a 
repetition of a credit squeeze such 
as that which did so much after 
World War I to push the economy 
down into a period of feverish 
readjustment. The problem to- 
day nevertheless is almost as puz 
zling. There is plenty of money 
but nobody seems to want it. It is 
one of those situations where: if 
you don’t need money, the banks 
would like to give it to you—but 
the minute you really need some, 
they won’t let you have any. 
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fie Prospect 


Subscription Offer 
of 
The Columbia Gas System, Inc. 


THE CortumBia Gas Sysrem, 


Inc. is offering to its stock- 


holders of record May 24, 1949 the right to subscribe at $10 


5,300 shares ¢« 


per share tor 1,34 


* Common Stock of the Com- 


pany as set forth in its Prospectus dated May 24, 1949. 


THE Firsr Bosroxn Corporation has been engaged by the 


Company to organize securities dealers to obtain subscrip- 


tions for shares of the new stock. Such dealers may, under 


certain conditions, offer and sell shares of the Common Stock 


as more fully set forth in the Prospectus. 


Any securities dealer who is a member of the National 


Association of Securities Dealers, Inc. 


pectus and a copy of the Par 


may. obtain a Pros- 


ticipating Dealers Agreement 


containing full information with respect to this offering, the 


solicitation of subscriptions 
therefor by communicating 


undersigned. 


and the compensation pavable 
with the nearest office of the 


Any prospective investor mav obtain a copy of the Pro- 
Vv | } : } 


spectus in any Statein which this announcement ts circulated 


from such of the undersigned or any other Participating 


Dealers as mav | 


egally offer these securities in such State. 


The First Boston Corporation 


» 
Bos PON 


New York 


PHILADELPHIA 


Mav 25, 1949 


CLEVELAND 


CHIcAGo 


San FRANCISCO 


PirrspURGH 
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By H. E. JOHNSON 


This Week—Bank Stocks 


The Board oi Directors of the k of the Manhattan Compan, 
has calied a special meeting of the stockholders of the bank to be 
held June 1. The purpose of this special meeting is to vote on a 
proposal to increase the capital from $20 million to $25 million. This 
increase in capital would be accomplished by the sale of 590,000 | 
shares of $10 par capital stock and would increase the number of} 
shares outstanding from 2 million to 2.5 million. 

It is contemplated that the increased capital stock, if 
will be offered to stockholders in the ratio of one additional 
for each four sheres held. The s:tbscription price has not as 
heen fixec but will be Getermined in the light of market conditions 
by the Board of Directors at the time ot offering. The offering is t« 
be underwritten. with First Boston Corp., N. Y., probably heading a 
syndicate which will purchase any shares not suvscribed for by the 
stockho!cders. 

This change in capital stock wil] be the first since 1932 when | 
the capital of the Bank was reduced hy a reduction in the par valuc | 
of the capital stock. | 

Over the past 15 vears the Bank of the Manhattan Company |! 
has made considerable progress in building wp its surplus and un- 
divided profits account. This, of csurse, has peer reflected in the 
book valve of the capital stock. 

These facts, along with ceriain other pertinent statistics 
cerning operations and condition, are shown jn the foilowing 
Jation: 
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dividend rate in-luding 
cperating earings reported 
: The above per share figures have not been adjusted for th: 
larger number cf shares to be outstancing upon completion of the 
proposed offering. the subscription price has not yet cdie- 
termined no accurate figures on bock value can ne given. 

However, it vou assume the price to stockholders will be around 
$20 per share, the pro forma indicated book value for the 2.5 mil- 
Jion to be outstanding would be around $31 a share. 

In order to obtain some idea of the ature of operating earning 
and the effect upon ver share figures the increased number of share: 
will have, the following earnings statements for the last five years 
are shown. It should be realized chat no consideration in the {ol- 
Jowing iigures has been given to the earnings that will be generated | 
by the funds received from the sale oi the additional shares. Pe 
‘Mare earnings have been arbitrarily udjusted on a pro forma basi 
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For the first quarter of the current vear net operating earnings | 
were 65 cents a share on the 2 million shares presently cutstandin 
und 52 cents on the increased number of shares. 

During the past several years tne Bank has paid dividends ot 
$1.20 a share on an anrual basis. Considering the level of earnines 
such payments have been conservative. Last year a special year-end 
extra of 10 cents a. share was Ceclared ind paid in January of this 
year. Mr. Baker, Chairman of the Board of the Bank, in a recent 
letter to sockhnolde s indicated that unless there was a marked 
change in the situation, the present quarterly payment of 30 cents | 
and the year-end extra of 10 cents would be maintained on the in- 
creased number of shares to be outstanding. 


offering were R. W. Pressprich & 
Co.: Otis & Co.; Freeman & Co.., 
» and Wm. E. Pollock & Co. Ine. 
Offers D. L. & W. Equip. The certificates will be issued to 
A group headed by Halsey, provide for the following »new 
Stuart & Co. Inc. was awarded | Standard-gauge_ railroad equip- 
yesterday (Wednesday) $3,150,000; ment, estimated to cost not less 
The Delaware, Lackawanna & than $4,025000: seven _ Diesel- 
Western RR. 215% equipment | electric freight locomotives; 100 
trust certificates. series I, due) hopper cars and 10 passenger 
$210,000 annually April 1, 1950 to| coaches. 
1964, inclusive. Issued under the | ee ce ; 
Philadelphia plan, the certificates | With Tifft Brothers 
were re-offered subject to au-| SPRINGFIELD, MASS.—Frank | 
therization by the Interstate Com-| N. Gigliotti has been added to the 
merce Commission at prices to| staff of Tifft Brothers, 1387 Main, 
vield from 1.45% to 2.825%, ac-| Street, members of the New York! 
cording to maturity. Others in the and Boston Stock Exchanges. 


Halsey Stuart Group 
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NY Security Dealers 
Ass’n Resolution 


At a meeting of the Board ot 
Governors of the New York Secu- 
rity Dealers Association held May 
24. the following resolution was 
adopted: 

RESOLUTION 

Whereas, James V. Forrestal b) 
his own efforts achieved a dis- 
tinguished career in ihe Wali 
Street community and acquired a 


| host of friends in financiat circles, 


and, 

Whereas, responding ‘to the 
treditions of patriotism. 
he abandoned his business career 
the outbreak of the second 
World War and for nine y2are de- 
voted his great abilities to the 
service of his country, Presi- 
dential Assistant, Undersecretary 
of the Navy, Secretary of the 
Navy, First Secretary ot Deiense, 


Qe 
an 


i; and 


Vhereas, in these posts he gave 


|unstintingly of his wisdom and of 


his strength in a manner and to a 
degree far beyond the normal 
measure of duty, and 

Whereas, his country, his family 
and his friends have sustained an 
irreparable loss in his tragic and 


|untimely death, be it 


Resolved, that the Governors ot 
the New York Security Deaiers 
Association hereby express their 


| deep sense of loss in his death as 


well as their pride in his un- 


| equalled achievements and, be it 


further 
Resolved, 
‘esolution 


this 
Mrs. 


of 
to 


that a copy 
be forwarded 
Forrestal. 

By order of the Board of Gov- 
ernors, New York Security Dealers 


| P ‘ 
Association. 


(Signed) 
DAVID MORRIS 
President 
(Signed ) 
CHESTER CEWILLERS 
Secretar) 


E. 
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24-28, 1949 (Denver, Colo.) 
Association of Stcck Exchange 
“irms spring meeting in Denver 

ind Salt Lake City. 

26, 1949 (Chicago, IIl.) 

Powling League of Bond Trad- 
ars Club of Chicago annual din- 
1er at Morrison Hotel, and instal- 
‘ation of officers. 

May 26, 1949 (New York City) 

Security Traders Association of 
New York Bowlers dinner at Joe 
King’s Rathskeller. 

May 27, 1949 (New York City) 

Toppers Annual Outing at Rock 
Springs Country Club, West 
Orange, N. J. 

May 27, 1949 (Philadelphia, Pa.) 

Philadelphia Securities Associa- 
tion annual field day at _ the 
Aronemink Golf Club, Aronomink, 
Pa. 

May 28, 1949 (San Francisco, Cal.) 

San Francisco Bond Club outing 
it Aetna Springs. 

May 50, 1949 (New Orleans, La.) 

Bond Club of New Orleans an- 
nual field day at the Metairie 
Country Club. 

June 3, 1949 (Chicago, Ill.) 

Bond Club of Chicago annual 
field day at Knollwood Club, Lake 
Forest, Il. 

June 3, 1949 (Connecticut) 

Security Traders Association of 
out- 
ing at Wampanoag Country Club, 
West Hartford, Conn. 

June 3, 1949 (New York City) 

Bond Club of New York 25th 
Annual Field Day at Sleepy Hol- 


low 
N. 
June 6, 1949 (Chicago, Il.) 

Chicago Stock Exchange annual 
election. 


June 6-7, 1949 (Cincinnati, Ohio) 

Municipal Bond Dealers Group 
Annual Spring Party. Cocktail 
party for out of town guests June 
6th; outing June 7 at the Kenwood 
Country Club. 


June 8, 1949 (New York City) 
Municipal Forum of New York 
annual meeting and election. 


June 9, 1949 (Boston, Mass.) 

Boston Securities Traders Asso- 
ciation 30th Annual Outing and 
Golf Tournament at the Weston 
Golf Club, Weston, Mass. 


June 9, 1949 (New York City) 
Municival Bondwomen’s Club 

spring luncheon meeting at 12:30 

p.m. at The Wall Street Club. 


June 10, 1949 (Buffalo, N. Y.) 

Bond Club of Buffalo annual 
picnic at tne Wanakah Country 
Club. 


June 10, 1949 (Los Angeles, Calif.) 

Bond Club of Los Angeles field 
day and outing at the Bel-Air 
Country Club. 


June 10-12, 1949 (Minneapolis, 
Minn.) 

Twin City Security Traders As- 
sociation Summer Party at Gul) 
Lake. 

June 10, 1949 (New York City) 

Municipal Bond Club of New 
York Field Day at Sleepy Hollow 
Country Club. 


Country Club, Scarborough, 


June 15, 1949 (Minneapolis, Minn.) 

Twin City Bond Club annual 
picnic at the White Bear Yacht 
Club. 


June 17, 1949 (Boston, Mass.) 
Municipal Bond Club of Boston 

Annual Outing at the Concord 

Country Club, Concord, Mass. 


June 17, 1949 (Cleveland, Ohio) 
Cleveland Security Traders As- 

sociation annual summer party at 

Kirtland County Country Club. 


June 1949 (Detroit, Mich.) 

Bond Club of Detroit annual! 
suting at the Grosse Ile Golf and 
Country Club. 


June 17, 1949 (New Jersey) 

30nd Club of New Jersey An- 
nual Field Day at Rock Spring 
Club, West Orange, N. J. 


June 21-24, 1949 (Canada) 

Investment Dealers Associatior 
of Canada 33rd annual meeting a! 
Minaki Lodge, Ontario. 


June 24-26, 1949 
Calif.) 
Security Traders Association of! 
Los Angeles annual spring party 
at the Arrowhead Springs Hotel. 


June 24, 1949 (New York City) 
Investment Association of New 

York annual outing at the West- 

chester County Club, Rye, N. Y 


June 24, 1949 (Toledo, Ohio) 
Bond Club of Toledo 15th an- 
nual outing at Inverness Country) 
Club. 
June 25, 1949 (Chicago, Ill.) 
Bond Traders Club of Chicago 
annual surmmer outing at the Nor- 
dic Hills Country Club. 


June 28, 1949 (Detroit, Mich.) 
Securities Traders Association of 
Detroit and Michigan annual sum- 
mer party at the Lochmoor Club 
Grosse Pointe Woods, Mich. 
June 28, 1949 (Omaha, Neb.) 
Nebraska Investment Dealers 
Bond Club spring frolic at the 
Omaha Country Club, to be pre- 
ceded by a cocktail party June 27 
at the Omaha Athletic Club in 
honor of out-of-town guests. 
June 28, 1949 (Pittsburgh, Pa.) 
Bond Club of Pittsburgh Spring 
Outing and Golf Tournament at 
St. Clair Country Club. 
July 27, 1943 (Pittsburgh, Pa.) 
30nd Club of Pittsburgh Mid- 
Summer Picnic at Mill 
North Park. 
Sept. 9-11, 1949 (Oregon) 
Pacific Northwest Group of the 


~ 
ts 


(Los Angeles. 


Grove, 


Investment Bankers 
1949 meeting at the 
Hotel, Gearnart, Oregon. 
Sept. 9, 1949 (Pittsburgh, Pa.) 
Bond Club of Pittsburgh Fall 
Outing at Chartiers Country Club. 
Oct. 5-9, 1949 (Colorado Springs, 
Colo.) 
National Security Traders As- 
sociation Annual Convention at 
The Broadmoor Hotel, 


Dec. 4-9, 1949 (Hollywood, Fla.) 
Investment Bankers Association 
Annual Convention at the Holly- 
wood Beach Hotel 
= ela 


Dealer-Broker Invest. 
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and Literature 


(Continusd 
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from page 8) 


Kansas City 6, 


National Dairy Products Corp- 
Stvuay—J. R. Williston & Co., 115 
Broadway, New York 6, N. Y. 

Also available is a list of stocks 
offering “Short Interest” in the 
present market. 


Oregon Portland Cement—Late 
data—Lerner & Co., 10 Post Office 
Square, Boston 9, Mass. 


Puget Sound Power & Light Co. 

Analysis—In current issue of 
“Public Utility Stock Guide” 
G. A. Saxton & Co, Inc., 70 Pine 
Street, New York 5, N. Y. 


H. H. Robertson Co. 
Francis I. du Pont & Co., ] 
Street. New York 5, N. Y. 


Circular 


Wall 


Rutland Railroad—Study of re- 
capitalization plan—Security Ad- 
justment Corporation, 16 Court 
Street, Brooklyvin 2, N. Y. 

Also availnble is a study of the 
recapitalization pian of the Atlan- 
tic & Danville Railway. 


Safeway Stores, Inc.—Summary 
anc opinion—E. F. Hutton & Co., 
61 Broadway, New York 6G. N. Y. 

Also available is a circular 
viewing the Airlines. 


ts 


Inc.—Ani 
Co., |] 
' 


lysis 


Wali 


Safeway Stores, 
G. H. W ilker & 
Street, New York 5, N. 


Stromberg-Caitison Company 
Arvalysis—H. M. Byllesby and 
Company, Stock Exchange Build- 
ing, Philadelphia 2, Pa. 


Water Power Company 
Analysis—Ira Haupt & Co.. 111 
Broadway, New York 6, N. Y. 
available are reviews 
Electric Bond & Share, Graham 
Paige, and American Superpower 
Preference. 


Tide 


Also of 


Time Incorporated—Analysis— 
William A. Fuller & Co., 209 South 
La Salle Street, Chicago 4, III. 


Analvsis 
on Wall 


Union Suipbur Co. 
Benaix, Luitweiler & Co.. 
Street, New York 5, N. Y. 


Circuiar 
Street, New 


Sulpnur Ce. 
Wail 


Lnion 
Cohu & Co., 1 
yore 5, MB. %. 
Anal- 


Val! 


United Gas Corporation 
ysis—Vilas & Hickey, 43 
Street, New York 5, N. Y. 

Utah Power & Light—Data-—Ed- 
werd L. Burton & Co., 160 South 
Main Street, Salt Lake City 1, 
Utah. 

Wisconsin Power and _ Light 
Company—Analysis—Loewi & Co., 
225 East Mason Street, Miiwau- 
kee 2, Wis 


With Remer, Mitchell Co. 
(Special to Ture FINANCIAL CHRONICLE) 
CHICAGO, ILL. Robert H. 
Lindy has become affiliated with 
Remer, Mitchell & Reitzel, Inc., 
208 South La Salie Street. 
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Favors Banks Dealing in World Bank Issues 


William McC. Martin, Jr., appearing for National Advisory Council 

on International Monetary and Financial Problems, tells House 

Banking Committee, such a move will further interest of U. S. in 

eifsctive operation of World Bank as factor in international 
economic development. 


William McC. Martin, Jr., 


Assistant Secretary of the Treasury, 


on behalf ot the National Advisory Council on International Mone- 
tury and Financial Problems, appeared before the House Banking and 


Currency Committee on May 23, 
Congress to 
amend the Na- 
tional Bank: 
Act and the 
Bretton Woods 
Agreements 
Act, so to 
permit na- 
tional banks 
to deal in the 
securities  is- 
sued or guar- 
anteed by the 
International 
Bank for Re- 
construction 
and Develop- 
ment, and also 
to exempt such 
securities from the provisions of 
the Securities Acts. In his state- 
ment to the House Committee, Mr. 
Martin remarked: 

“It is the opinion of the Na- 
tional Advisory Council that the 
enactment of this bill (H. R. 4332) 
would facilitate the widespread | 
distribution in the United States 
of securities issued or guaranteed 
by the International Bank. For 
a detailed analysis of the structure 
and operations of the International 
Bank, particularly with respect to 
the effect that the proposed legis- 
lation would have on its market- 
ing operations, I will defer to the 
representatives of the Bank who 
will appear before you. 

‘However, if I may, I would like 
to touch briefly upon one of the 


as 








Wm. McC.Martin;Jr 





principal problems which will be 
remedied if the proposed legisla- 
tion is enacted. 

“At the present time, although 
national banks may invest in se- 
curities issued by the 


| 
Interna- | 


tional Bank, they are not author-| 


ized under the National Bank Act 
to deal in such securities. The 
proposed legislation would remove 
this legal disability by amending | 
the National Bank Act to permit 


national banks to deal in secur-| 
ities issued by the International | 
Bank. 


“Both the International Bank and 
the National Advisory Council be- 
lieve that in order that this per- 
mission may be really effective in 
broadening the market for the 
Barik’s securities they should be 
exempted froin the Securities Acts. | 
The reason is that the whole mar-| 
keting system of national banks is | 
geared to deal only in securities | 
which are exempt from the Fed- 
eral Securities Acts, mainly Fed- 
eral, State and municipal secur- 
ities; and it is not adapted to meet 
the various requirements pertain- 
ing to securities subject to those 
Acts. The _ proposed legislation 
would meet this practical diffi- 
culty by amending the Bretton! 
Woods Agreements Act to make} 


the securities issued or guarantee | 





by the International Bank exempt | further 


securities under’ the 
Acts. 
“Tn connection with the enact-| 


| Commission 


| Bank 


in support of the measure before 
° — = 


| proximately one-third of the total 


votes of the Bank’s Executive 
Board, directs his activities to ef- 


i fectuating the United States policy 


of making the Bank a_ sound, 
strong, effective instrumentality 
for financing appropriate projects 
for reconstruction and develop- 
ment. In this connection, it may 
be noted that the International 
Bank may not sell its securities in 
this country without obtaining the 
prior consent of the National Ad- 
visory Council; nor can the Bank 
buy or deal in its securities with- 
out that consent. _- 

“It-shoula- also be borne in mind 
that the securities of the Inter- 
national Bank are backed by the 
joint obligation of some 48 nations, 
each of which is severally liable 


|up to the full amount of its sub- 


scription. A nation which might 
otherwise be tempted to default on 
a particular foreign obligation 
might well be deterred from such 
action by the knowledge that a 
default to the International Bank 
is simultaneously a default with 
respect to 47 other nations upon 
whom the burden of meeting pro- 
rated subscription calls would fall. 


“Adverting to the protection the 
United States investor enjoys with 


respect to foreign securities which | 


are not exempted from the Secur- 
ities Acts, it may be appropriate 
to note that the essence of this 
protection is the requirement for 
full and fair disclosure of perti- 
nent information. The Securities 
and Exchange Commission does 
not make a determination as to 
the worth of a security offered 
for sale. It is not the function of 
the Commission to approve or dis- 
approve any sale of securities so 
long as the facts concerning the 


|securities are fully stated. 


“With respect to the Interna- 
tional Bank, it may be stated that 
through its quarterly and annual 
reports and other statements, it 
makes a full disclosure to the pub- 
lic of all its activities. Moreover, 
under the proposed legislation, the 
Bank would be required to file 
with the Securities and Exchange 
such annual and 
other reports with regard to its 
securities as the Commission sha!] 
determine to be appropriate. Fi- 
nally, if the Securities and Ex- 


| change Commission should at any 


time be of the opinion that the 
interest of the United States in- 
vestor requires that the securities 
in the International Bank be sub- 
jected to the Securities Acts, the 
Commission may, in consultation 
with the National Advisory Coun- 
cil, suspend the exemption granted 
under the proposed legislation. 

“In my opinion, the enactment 
the proposed legislation will 
the interest the United 


of 


Securities | States has in the continued effec- 
| tive operation of the International 


without 


prejudicing the 


ment of the proposed legislation, | rights of United States investors. | 
careful thought has been given to|!, therefore, recommend favorable | 
the position of investors in the|@¢tion on the bill under considera- 


United 
unique 


States. I believe that the 
characteristics of the se- 


ition,” 





curities of the International Bank; McGinnis and McClure 


and the nature of the safeguards 
provided in the proposed legisla- 
tion constitute ample protection. 

“It should be noted that by vir- 
tue the large subscription of 
the United States in the shares of 
the International Bank, there is a 
correspondingly large official par- 
ticipation by the United States in 
the direction of the Bank. Under 
the vuidance of the National Ad- 
visory Council, the United States 
Ex 


Qo! 





‘Have Been Elected 


Patrick B. McGinnis, McGinnis, 
|'Bampton & Sellger. New York 
| City, has been elected Chairman 


of the board and President of both 
the John L. Roper Lumber Co. and 


ithe Roper Realization Co., Inc., 
Norfolk, Va. 

E. Elwood McClure of Stein 
Bros. & Boyce, Baltimore. has | 
| been elected to the 


Executive | 


review the tremendous accomplishments of 


The Thousand Dollar Car—A Potential Reality 


sy JAMES D. MOONEY* 


Former President and Chairman of the Board, Wil':’s-Overland Motors 


Prominent auto executive contends we can again have a thousand aoilar car, if people really want it. 
Points out technological advances in last two decades in efficient operation of plant and machinery and 
looks for ten million-car production annually. Scores the “tax bite” as leading to shortage of risk capital 
and cramping auto market, and calls for end of government interference with credit structure and resto- 


ration of gold standard. 


It is a great pleasure to be here today with the men who have played such an impor- 
tant part in the making of modern history. Here of all places there is no need for me to 


We have seen” 








James D. Mooney 





it alter ithe 
face of the na- 
tion. We have 
witnessed the 
profound 
changes it has 
caused in our 
economic and 
social life. 
And we have 





seen it raise 
the standards 
of living of 


the American 
people to new 
heights. 
Wewhohave 
been a part of 


the automobile industry from its 


early 
memories. 


is 


days share many happy 
Not the least of these 


the memory of the day when 


you could get a good standard- 
_ sized car for $1,000 or less. A large 


segment of the motoring public 
remembers that day, too. Today’s 
automobile manufacturer is re- 


minded of it constantly by letters 
which demand to know “when are 
we going to get that $1,000 car 


we heard 


so much about during 


the war?” 


I have the answer to that one. 


We are going to get the $1,000 car 
when we get a five-cent glass of 


beer again. 
five-cent glass of beer 
mean 
brew. 
of 


And when I Say a 
I don't 
a thimblefull of watery 
I mean a man-sized glass 
real draught beer. 

By the same token, 


when we 


talk about the $1,000 car we don't 


mean 
full-sized, 


scooters. We mean 
vehicles 


motor 
standard 


re- 


quired by this country’s vast dis- 


tances 


and varying road and 


climatie conditions. 





the automobile during the past fifty-odd years. 





the $1,000 car in this country.) years after reaching that high 
again. Nothing would please the | level of 1929, we are still thinking 


automobile manufacturer mor ¢ 
than to be able to deliver a full- | 
scale, well-styled product ot| 
American automotive know-how | 
to your door for less than $1,000. | 


It is my firm belief that the |OUr ability to produce. 


American people can have a $1,006 
car if they want it badly enough. 
Sitting around and wishing for it 
isn’t enough. If they really want 
it, they are going to have to do 
something about the factors thai 
are depriving them of low-priced 
standard-sized cars. 

Great Technological Advances 

Since it’s an old-timer’s special 
prerogative to look back at the 


record, let’s take a look at the 
automobile industry’s record of 


| in 





|need for eight 


| 
| 


terms of a maximum of five 
million cars a year. 


The Ten Million Car Year 


That limit has not been set by 
It hasn’t 
been set by our population growth 
or our normal increase in stand- 
ards of living. On the basis of 
transportation needs and the pre- 
vious history of automotive de- 
velopment, we should today be 
thinking in terms of the 10-mil- 
lion-car year. 

There is a potential market and 
million cars and 
trucks a year in the United States. 
There is certainly the need for 
two million more American-made 
cars and trucks a year for the 


the past 20 years. In 1929, after a] rest of the world. 


steady and rapid growth from its 
early beginnings, the American 
automobile industry sold more 
than 4,600,000 cars and trucks in 
the domestic market. We solc 
another 750,000 cars and trucks to 
the export market. 

In the 20-year period that has 


elapsed since that time American | 


industry has made amazing tech- 
nological advances. We 
learned how to make our prod- 
ucts better. 





| 


Why, then, are we scratching 
along trying to equal a goal we 
reached easily 20 years ago in- 
stead of striving to meet today’s 
needs? 


“Planners” Move In 


| To anyone who has kept watch 
{on the course of business affairs 


We have developed | 


| for the past few years, the answer 
| is obvious, It is not hard to find 


have | the forces which are pressing us 


|into an economy of scarcity, as 
| exemplified by our inability to 
build the $1,000 car or reach for 


greatly, improved productive} the 10-million-car year. 


equipment and have learned how | 


to operate our plants and machin- 
ery far more efficiently. 

The production miracles of 1940 
to 
the extent of the advance of our 
technical skills. 


1945 are testimony enough to; 


For 20 years commerce and in- 
‘dustry have been hobbled with 
economic experiments and bureau- 
cratic controls, 

The free interplay of the basic 
forces of supply and demand in 
the market place have been tam- 





















































$1,000 Car Possible Yet, with all this remarkable| pered with by all sorts of re- 
My thesis is that we can have| progress that the automotive in-| straints and inane “planning.” 
~ |dustry has made in the past 20) Management has been denied the 
= A talk delivered by Mr. vears one startling fact stands right to make th 2 af 
\ ‘ years, Sté g le stands H e decisions neces- 
Mooney at the Seventh Annual ic tines eon GON, Yoieecs on ans 
Luncheon, Metropolitan Council. out. The in ustry has not yet sary for the proper functioning 
Automobile Old Timers. New been able to equal its 1929 record of its business. 
York City, April 28, 1949. of production and sales. Twenty (Continued on page 33) 
| ahem 
$2,550,000 
Mi i-K T 
E e a 7 
quipment Trust, Third Series 1949 || 
| 234% Equipment Trust Certificates 
(Philadelphia Plan) 
To mature $35,000 semi-annually December 15, 1949 to June 15, 1964, inclusive 
| To be guaranteed unconditionally as to payment of principal and dividends by endorsement 
by Missouri-Kansas-Texas Railroad Company 
| Priced to yield 1.35% to 2.80%, according to maturity 
| Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commission. 
Ls Th OF. ring Ci ular m ry be obtained in any State in which this announcement ts circulated from only 
such of the undersigned and other dealers as may lawfully offer these securities in such state. 
i| HALSEY, STUART & CO. Inc. 
a} 
Hi R. W. PRESSPRICH & CO. A. G. BECKER & CO, 
} } INCORPORATED 
| | OTIS & CO. FREEMAN & COMPANY 
| (iNCORPORATED) 
| May 26, 1949 
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Social Security 


By 


In discussing social security, Mr. 


ROGER W. 


BABSON 
Babson points out, under present 


Federal system, payments made by employees and employers are 
not invested in diversified securities which furnish capital to indus- 


try, but used by government. 


Holds social security is killing 


spirit of saving. 


The general idea of compelling us all to allot 
care 
however 
this social “Security.” 
First, let us’ 


help take 


mothly income to 
to this. I, 


can take exception 
government calling 


consider how 
this works. 
We each have 
deducted from 
our pay every 
week 1%. To 
this is added 
an equal 
amount con- 
tributed by 
our employer, 
which he adds 
to the cost of 
the goods we 
make and is 
ultimately 
paid by us. 
Hence, in the 
long run, all of the money is col- 
lected directly or indirectly, from 
us. All readers should understand 
this. 
Next, 

go? It is 


Roger W. Babson 


does this 
not invested in a 
cellaneous diversified group 
safe securities, which would help 
industry and employment. Rather, 
the government merely buys its 
own bonds or gives the Fund a 
credit on its books. This money 
when invested might be compared 
to a note which you or I might 
give to ourselves; or a better il- 
lustration, would be like the en- 
dorsing of our own I.0.U. 


What Do We Get? 

Briefly, at 65 years of age, if we 
quit work, we get a small pension 
from the government. This ranges 
from $10.00 minimum to $85.00 
maximum per month, according to 
the number of years that we have 
contributed to the fund and our 
average wages during said years 
and whether we are single or 
married. This means that a 
single person who has worked 40 
years at an average wage ot 
$150.00 during all these 40 years 
can retire at 65 and get $42.00 per 
month; or if married, get $63.00 
with something for the widow at 
death. Ii your wage averages less 
than $150.00 or if you have 
worked less than 40 years, you 
are cut down proportionally 

With the cost of living as high 
as at present and the purchasing 
power of the dollar so small, this 
pension means little to a man and 
his wife. I, however, do not object 
so much to the small amount as I 
object to the label. The Federal 
Trade Commission should forbid 
the use of the word “Security.” 
This word is fooling 50,000,000 
people to think that by making 
this contribution, they will be 
secure in their old age. If the 
government wants to call it a 
“pension,” well and good; but to 
use the word “Security” is ab- 
solutely deceptive and wrong. If 
any business corporation should 
attempt such misrepresentation, it 
would be hailed into the Federal 
-ourts. 


where 


Is the Program for Good or Evil? 


No: doubt the motive for the 
Act was good, but the real ques- 
tion is whether the American 
people would be better or worse 
off today without it? I honestiy 
believe the nation is worse off 
today because this legislation is 
killing the spirit of saving. People 
are saying “Uncle Sam will take 
care of me.’ Hence, they spend 
their surplus funds on gambling, 
horse races, liquor and _ other 
wasteful expenditures, instead of 
saving their money as did their 
parents. 

; If the government was promis- 
ing to pay us in real things such 
tood, clothing and _ shelter, 


« 
ca. 


| trade or 
money | 
mis- | 
of | 


{| versary 


a portion of our 
is splendid. No one} 
object to the 


us at 65 
do strenuously 


of 


these pensions would be O.K. The 
government, however, takes our 
good dollars today and can pay us 
in bad dollars when we are 65. 
These may then be worth very 
little. 
How Safely to Save 

The above means that if all the | 
readers of this column _ should) 
reach 65, July 1949, they would 
get an average of only $34.50 pei 
month pension. Hence, it a 
crime to your family to depend 
upon this. Instead do these three 
things: 

(1) 
farm 
can go 

Z) 


is 


Have a small sustenance | 
somewhere to which you| 
in an emergency. 
Give your children 
wife an expert knowledge of some 
profession. 

(3) Make regular cash savings 
which can be invested at the 
right time in well diversified 
list of stocks, 
manne 


a 
bonds, 


Gol. Harry Smyth ¢ Joins 
Otis & Go. Dept. 


CLEVELAND, OHIO—Col. Harry | 


Smyth has become associated with 
the Corporate Buying Dept. 
of Otis & Co., Terminal Tower, it is 
announced, 
Col. Smyth 
has epent 
practically his 
entire busi- 
ness career in 
the mpage 
field rith 
Halsey Stuart 
& Co., both in 
their Chicago 
and New 
York offices 
where he 
filled posi- 
sitions in 
every phase 
of the busi- 
ness, rising to 
top management. 
Serving in both World 
and World War II, Mr. 
holds the rank of Colonel in the 
Officers Reserve Corps. In World 
War I he served as Sergeant with 
the 344th Infantry, 86th Division, 
with overseas service in France. 
As plans and policies officer in 
World War 
joint planning for the Normandy 
invasion with representatives of 
the United States and British 
armies and navies. formulating 
and coordinating detailed 
cn orders from Supreme 
Guarters, of the various 
in Southern England. 
I A 


Beclman 50 Years 
in Lumber Business 


CHICAGO, ILL, — Banking 
friends are congratulating Hugh 
C. Beelman, President of the Chi- 
cago firm, Knudson and Mercer 
Lumber Company, on the anni- 
of his 50th year in the 
business. The entire pe- 
in the service 


Colonel Harry Smyth 


War I 
Sinyth 


Head- 
services 


lumbe1 
riod was 
the company. 


Pro: 
affairs, 
equally 


spent 


a ree ; 
ninent in many oi Chicagos 


Beelman has established 
ve record in 


raving 
having 


impressi 
citys YMCA w 
served 29 years 
the YMCA Hotel's lay 
Director 


an 
the ork 
oi 


of 


member 
Board 


Ae « 
as da 


and | 


and good real | 


II he participated in | 


plans, | 


of | 


NYSE Committee to Study Cutting Sommissions 


Schram appoints one group to take up proposal of Jower commis- 
sions on in-and-out transactions, and another group to simplify 
clearances for out-of-town firms. 


Emil Schram, President of 
nounced on May 19 that two speci 
| by the Board of Governors, one to 


Ais on short-term stock transactions, 


the 


New York Stock Exchange, 
il committees have 
study a proposal to lower commis- 


and another to simplify and 


an- 


| provide clearance facilities for out-of-town mem- 


| ber firms. 
chairmanship of David S. 
Co. Other members are: 
| Peabody & Co.; Francis 
| Stevenson & Co.: 
mer & Co., Chicago; Thomas F. F 
Schley; Joseph Klingenstein, We 
| and Haorld W. Scott, Dean Witter 
The Committee to study 
ance facilities will be under 
| Richard M. Crooks, 
members are: 5 ar 
Scott & Co.; Everett W. Cady, 
Rhoades & Co. 
& Sons, Baltimore: 
ham & Co.; William E. Huger, 
| lanta; John R. Longmire, 
| Louis; Robert L. Stott, Wagner, 
Walter C. Winter, 


Foster 
Amyas 
M. 


The first committee will be under 


Bacon 
George E. Barnes, Wayne Hum- 


agan, 


out-of-town 
the chairmanship ot! 
Thomson & McKinnen. 
P. Bradshaw, 
Carl 
: Charles S. Garland, 
Henry U. Harris, 
Courts & Co., 
I. M. Simon & Co., 
Stott & Co.: 
Dominick & Dominick. 


the 
of Pershing & 
Ames, Kidder 
3rd, Bacon, 


Moore & 
rtheim & Co.: 
& Co. 

clear- 


Other 
Montgomery, 
M. Loeb, 
Alex. Brown. 
Harris Up- 
At- 
St. 


and Emil Schram 


Manipulated National Currency Elicits Refusal ° 


To Aid Savings Bond Drive 


Dean Krotter, Nebraska businessman, refuses Governor’s invitation 
to take leading part in Bond campaign. Declares it is not “‘a public 


. 9” 
service 


A controversy has been 
|cotting of the current United 
Palisade businessman, Dean Krot 
the firm of Krotter Brothers, 
| and grain business and has exten-* 
sive ranching and Hereford cattle 
| interests. 

The exchange of letters between 
Governor Peterson and Mr. Krot- 
ter, as well as a communication 
from the latter to Mr. Allen Hupp, 
retiring Chairman of the Nebraska 
| Savings Bond Committee, follow: 


Peterson’s Invitation to 
Mr. Krotter 


STATE OF NEBRASKA 
Executive Office 
Lincoln 
April 1949 

Dean Krotter 

& Ward 
Nebraska. 
Dear Mr. Krotter: 

In our busy, everyday affairs 
| we are prone to take for granted 
| outstanding public services being 

performed by many of our friends 
end neighbors. 
munity, 
|}does assume many cloaks, 


| Governor 


8, 
| Mr. 
| Krotter 

Palisade, 


the Savings 
living, vital 
of 
excess 


As you well know, 
Bonds program a 
force in the maintenance 
American Democracy. In 


; 4 


is 


of 85,009,000 individual Americans | 


which repre- 
and 


own Savings Bonds, 
sent their partnership 
}in our form ot free 
These bonds eventually will be- 
come new homes, restored health, 
security, comfortable retirement 
for the aged, and just 
ure for our fellow 
To business and industry 
mean future buying power 

Cur government knows—and 1 
know—that this great, safe, sure, 
| proftable thrift prcegram 
|didn’t -happen by itself. During 
the war, in every community 
our state, volunteers put the Sav- 
ings-Bonds-pvrogram together and 
kept it going. With the coming 
| of peace, 
| saw 
program as a means of curbing in- 
| flationary pressures on the na- 
tional economy. 
In recognition 
service of many Nebraskans 
with the hope that others will see 
| fit to assist us in furthering 
| great cause, it my pleasure to 
invite you to he guest at a 
dinner on May 4, 7:00 p.m. at 
the Cornhusker Hotel in Lincoln, 
| Nebraska. 


countrymen. 
thes 


of the public 


and 


this | 
is 
my 
at 


fostered 
States 


which 


rency 


Devotion to com- | 
state, and country can and | 


the | 


faith | 
government. | 


plain pleas- | 


just | 


in | 


many of these volunteers | 
the wisdom of continuing the | 


to promote the sale of bonds payable in currency redeem- 
able in paper money without intrinsic value. 


in Nebraska through the boy- 
Savings Bond campaign 
Mr. Krotter is a member 
is engaged in a lumber, 


ter. of 


I hope that you will advise me 
at ence that you will be with us. 
Sincerely, 
VAL PETERSON, 
Governor 


Mr. Krotter’s Reply to the 
Governor 
Palisade, 
April 26, 1949. 
Honorable Val Peterson, 
of Nebraska, 
Nebraska, 


The 
Governor 
Lincoln, 
| Dear Sir: 

Is it an “outstanding public 
service’ to promote the sale of 
| Saving Bonds payable in a cur- 
redeemable in more paper 
/currency which in itself has no 
intrinsic value, being a mere ex- 
| pression of good intentions at the | 
time of issue? I! regret that I 
cannot consider such ‘““promo- 
iion”’ an “outstanding public serv- 
ice.” 
On 
son, 
tee, 


a 


1848. B. E. Hutchin- 
Finance Commit- 


Dec. 3, 
Chairman, 
Chrysler Corporation, 
‘ing at the 53rd Annual Congress 
of American Industry, 
said in part: ‘“‘No first-class nation 
in modern times has ever retained 
irredeemable paper currency 
the life span of one genera- 

Irredeemable paper 
readily susceptible 
manipulation, In 
resort is 


lan 
ever 
tion. 
currencics are 
to intlationary 
fact, generally speaking, 
had to irredeemable paper 
rencies with that precise purpose 
in view. The private practice cof 
adding to the money supply by 
counterfeiting has long been rec- 
ognized as a_ statutory 
against the public interest 
with as such. Yet large 
‘deficit financing’ by gov- 
lernments teday enjoys an honor- 
able estate and is widely practiced 
through-out the world!” 
We have four farmer 
tive competitors building 
igrain elevators out of tax 
|}come) 
‘ing other low-cost money from the 
|!Federal Bank of Cooperatives. We 
| do not have enough left out of 
taxable earnings to finance our 
flown business without borrowing 
heavily from the commercial 
|banks. I regret that I cannot see 
| how I can be of any 
| state under these conditions. 


| I have just reviewed the 
t 


| dealt 
| scale 


coopera- 
new 


esti- 
nated Federal Budget for 
ear 1950 as enumerated in 


1 
y 


| tional security. 
been appointed : 


bv al 


coal, | 


Nebraska, | 


speak- | 


New York, | 


cur- |} 


crime | 
and | 


(in-| 
free earnings and borrow-| 


service to the 


fiscal 
Feb- | 


ruary, 1949 “Business 
tions,’ a Review by the Federa! 
Reserve Bank of Chicago. I am 
convinced that the President and 
Congress could cut $10 billion oft 
the spending without injury to 
|Our national defense or our na- 
Our internal solv- 
ency and strength in event 
another international conflict 
would be tremendously improved. 
| The nation is as strong t 
individual members collectively 
working together. With a philos- 
;ophy prevalent among both elec- 
tors and elected that each shoui 
| draw from the Federal Treasury 
according to his needs and put in 
only as he is able I can only wee; 
over that which is to come. [: 
ever we needed strong men it is 
now. It will take statesmen t 
'tell the people that more wor'!: 
| and sweat, not ease and lux- 
uryv, are coming, that limitation o¢ 
production and printing press 
money are both delusions that end 
in catastrophe. 
Very truly yours, 
DEAN KROTTER. 


Condi- 


O61 


as its 





the Committee 


Neb 
1949 


Ir. Krotter to 


Palisade, 
May 7, 
Mr. Allen Hupp, 
| Retiring Chairman, 
| Nebraska Savings 
| Omaha, Nebraska. 
| Dear Mr. Hupp: 


In your open 


Bond Com 


reply to my letter 
!to Governor Peterson in which 
criticized what I consider to b: 
excessive spending by the Federa 
Government you suggest that 
“only in Congress” will my “pro- 
| test have any effect.” You may 
|not have considered the hopeless- 
of that protest so long as 
receiving Federal funds 
far outnumber those making ‘‘di- 
irect’” payments to the Treasury 
With the right to demand and re 
| ceive metal of intrinsic value for 
|his paper currency, the thrifty 
who buy your Savings Bonds, 
would have power to restrail 
and contain the activities of gov- 
ernment ‘‘within those limits pre- 
| scribed by the amount of taxes 
that can be collected, and by th: 
credit standing that can be main- 
tained in a free, unregulated, ai 
unrestricted money market.” 
The Presidents request fo: 
power to regulate and control 
prices is based on the probability 
that under our ‘“‘irredeemable pa- 
per currency” the present ‘‘disin- 
| flation’”’ will be followed by a new 
|rise in prices. What is to prevent 
such a rise in prices, with Saving 
| Bonds and market type bonds 
| owned by banks and insurance 
companies convertible into cur- 
on demand? A few believ: 
as I do, that the most effective 
| way to prevent such a rise it 
prices, and at the same time kee: 
goods in a free market place, i 
to give the citizen the right to 
exchange his currency for gold 
coin. If you have a better method 
than ineffective “protests to Con- 
gress” by taxpayers, for safe- 
guarding the purchasing power of 
the Savings Bond dollar that 
lution will be most welcome. 
Even the pov to tax loses its 
effectiveness as a restraint on the 
price rise because labor considers 
“take home vay after deduction 
of withholding tax” as justifying 
|a request for increased wages; the 
industrialist before building 
new factory estimates the prob 
|able income after payment of in- 
come tax. Who can say that 
these considerations of “incom: 
efter tax’’ do not become increas- 
'ingly important as factors failing; 
to check the advance of inflatio: 
(as the progressive tax rates 
proach the 100° limit)? 
DEAN KROTTER. 
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Ward & Company Admits 
| Ward & Company, 120 Broad- 
way, New York City, have ad- 
mitted Milton Medlin to limited 
partnership in the firm, 
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Benj. Graham to Give 
Columbia Seminar 


Benjamin Graham, President of | 
Graham-Newman Corp., 52 Wall | 
Street, and leading authority on | 























Benjamin Graham 


security analysis, will 
faculty of Columbia University’s 
School of Business in September 
2S an associate, to give a seminar 
In common stock valuation. The 


join the 


seminar will be one of several 
Innovations in the curriculum of 
the School after July 1, when it 


will become an all-graduate insti- 
tution. 

Mr. Graham has been in the in- 
vestment 


management field since 
1914, the year he was graduated 
from Columbia College. Since 


1934 he has headed Graham-New- 
man, ae registered investment 
company. He has also been a 
director of eight corporations and 
a member of protective commit- 
tees for various bond and pre- 
ferred stock issues. During the 





war he was Chairman of the Re- 
search Committee of the War 
Contracts Price Adjustment 
Board. He is the author of sev- 
eral books, one of which. “Secur- 
ity Analysis,” was written in col- 
laboration with David L. Dodd. 
Associate Dean of the School of 
Business. 

No stranger to the School, Mr. 
Graham was a lecturer in finance 
from 1927 to 1941. In his new 
seminar he plans to cooperate 
closely with leading investment 
analysts in Wall Street. Work- 
ing with him to this end will be 


an advisory committee of the 
New York Society of Security 
Analysts, as follows: Glenelg P. 


Caterer and H. A. Latane of 
Lionel D. Edie & Co., Inc.: Charles 
Tatham. Jr., of Institutional Util- 


ity Service, Inc.; Irving Kahn 
of J. R. Williston & Co.: Arnold 
Bernhard ot Arnold Bernhard & 
Co.: Arthur Wolkiser, Consult- 


ing Economist, and A. W. May of 
the “Commercial and Financial 
Chronicle.” 

The seminar, according to Mr. 
Graham, will emphasize “the de- 
termination of appraisal values of 
common stocks as a guide to .in- 


vestment.” 
Rem 


Boardman & Freeman, 
Inc., Open in Boston 


BOSTON, MASS.—Boardman & 
Freeman, Inc., is engaging in an 
investment business from offices 
at 75 Federal Street, acting as dis- 
tributors and dealers in generai 
market securities and doing a gen- 
eral retail and institutional busi- 
ness. 

Officers 
John D. 


yf the new 
Freeman, President: 
Howel T. Evans and Richard A. 
Whiting, Vice-President; Roland 
H. Bceardman, Treasurer; John C. 
Whitten, Cashier, and Marjorie A. 
Moore, Clerk. Arthur C. Alexan- 
der will be in charge of the trad- 
ing department. Messrs. Freeman, 
Evens, Boardman, Whitten and 


firm are 





Alexander were previously with 
R. H. Johnson & Co. Mr. Whiting | 
was with Bond & Goodwin, Inc. 

The firm will maintain branch | 
oftices in Springfield, Mass., at’ 
95 State Street, and in Woonsocket, 
R. [., at 162 Main Street. 

Formation of Boardman & Free- 
man was previously reported in 
the “Chronicle” of April 7. 


Than Government Insurance 


By W. G. 


CAPLES* 


Manager, Industrial Relations, Inland Steel Company 


Mr. Caples outlines as industry’s opposition to government insur- 
ance: (1) because it is compulsory and invades personal freedom; 
(2) because it is not self-sustaining and will add to government 
waste and taxation; and (3) because it draws capital away from 
industry. Says compulsory government insurance is socialism, and 
suggests, as compromise, government determine insurance cover- 


age and leave underwriting 


There is a growing belief tha 
all industry does is bad. People 


to private insurance carriers. 


| public clamor demands, 


THE COMMERCIAL & FINANCIAL CHRONICLE 
Wh P e I | B and are used for current govern- 
Why Private insurance Is Better 27: cc, umes: teres are 


very remote with our present gov- 
ernment—this investment source 
may be the controlling factor in 
our economy. 


If we must compromise because | 


then let 


|} government determine what cov- 


t all government does is good and 


have forgotten that government is 


by its very nature parasitic and creates nothing; that it is run by men 


who are subject to all of the frailties, mistakes, 


+ 


ures of other 
men. They 
have forgotten 


that govern- 
ment is. not 
curbed by the 
necessity of 
making a 
profit and so 
has no incen- 
tive to spend 
what it takes 


wisely and et- 
ficiently. They 
nave torgotten 

hat the gov- 
ernment oi 
this country 
was created 
on the premise that the State was 
the servant of the people. We have 
corrupted the meaning of the wel- 
fare clause of the Constitution to 
ihe point where if we are not alert 
we .nay find ourselves the serv- 
ants of the State. 

Industry is, I believe, generally 
against “compulsory government 
insurance” because of the fact that 
it is compulsory. Our economy was 
intended to be one which was free 
from compulsion, wherein an in- 
dividual—-that, incidentally, is the 
forgotten man—tne individual— 
was free to guard against the haz- 
ards of life and old age as he saw 





W. G. Caples 


fit. You could be frugal or im- 
provident, you could spread the 
risk or guard against hazard by 


purchasing insurance or you could 
teke vour own gamble. However, 
the planners came aiid said this 
is toc haphazard, we must make 
these peonle do what we think is 
test for their well-being. 

Now that can be done in one ol 
two ways; you can establish mini- 
mum needs or requirements that 
an emplover must meet to protect 
workers against the hazards ot 
business, such as workmen’s com- 
pensation laws—vwith the excep- 
tion of state fund set-ups—or you 
can put the government in 
insurance business. 

The trend here has been to put 
the government in the insurance 
business. We have the Federal 
Security Administration which 
presently handles old-age benefits 
and Federal legislation pending 
for medical care, disability bene- 


fits, ete. Many of us are forced 
to ceme within these coverages 
not because we want to but be- 


cause we have to. 

That is a considerable invasion 
of the personal frecdom of any 
individual subject to tnese laws. 
Not content with having iivaded 
the freedom of many millions, it 
is now proposed to put many mil- 
lions more under the same coin- 
pulsion. Why? Because the plan- 
ners say that the government shall 
determine the basic minimum re- 
cauirements. 


The Problem of Financing 

The approach to this problem, 
aside from the freedom aspect, the 
financing of government programs, 
is in itself scandalous, but for the 
first time I saw it attacked recent- 
ly when Mr. Hoover wrote to Mr. 
Doughton, Chairman of the House 
Committee on Ways and Means. 


“An address by Mr. Caples be- 
fore the Health and Accident Un- 
deirwriters 
Ill., May 


Conference, 
16, 1949. 


Chicago, 





the : 


prejudices and fail- 


which is now considering the 
‘Tair Deal” program of broaden- 
ing the tax base, increasing bene- 
| iits and broadening coverage. Mr. 
Hoover pointed out what has al- 
ways been true—the premium 
peyments are being spent cur- 


issued to detray these expendi- 
tures are interest-bearing, which 


ealls for funds trom general taxes 
to pay the interest, and when pay- 
ments become greatei than 
come we must go to general taxa- 
tion to meet the palance. In othe: 
| words, the so-called funding is a 
| myth. Added to that, the present 
| tax rate is inadequate to meet the 





obligations of the fund and we 
alk of increasing benefits. Why 
can’t the people who sell these 


plans to the voters at least be hon- 
est enough to state their cost? The 
government has collected $52 bil- 
lion in tax and paid $14 billion 
for claims—yet has a balance of 
$224 million. 

When we enter 
chase of protection 
carriers we know 


into the pur- 
from private 
what our cost 


have under 
be it wage 
protection 


erages people will 
what circumstances-— 
protection or old age 
or what not—and then let that 
coverage be placed with private 
carriers or the risk retained 
the party responsible. 

When we permit the govern- 
ment to place itself in a position 


| where it is handing out checks to 


a substantial portion of the popu- 
lation each year, socialism is not 
coming, it’s here. Unless you and 
your companies educate your pol- 
icy holders and the rest of the 
public to that, I think you have 


| failed in your duty to your policy 


rentiy, the bonds which are being | 


in- | 


| & Co., 


will be and the benefits are guar- | 


anteed for that cost. 
as Maximum cost is concerned and 
if our experience justifies we can 
reduce this through experience 
rating or dividends. We can de- 
termine what we can afford to pay 


without impairing the solvency ol | 


our business and tailor our cover- 
ages to our ability to pay. 
We have available to us 
perts who can show us how besi 
to use Our money to best fit the 
needs of our people and secure fo) 
them the greatest possible protec- 
tion. We have people who can 
give us advice as to necessary and 
helpful changes in coverages as 
conditions change, a_ flexibility 
which is impossible with govern- 
ment insurance. 
a necessity if the greatest good is 


of course, have none. 

Claim handling is another con- 
tact with the private carrier you 
do not have with government. Ags 


you all know the worth of any 
insurance is determined by the 
promptness and_ fairness’ with 


which claims are handled, A pri- 
vate carrier wants to have its cus- 
tomers happy and is most cooper- 
ative in seeing that claims are 
handled in a manner which as- 
sures the greatest good. 


Draining Capital Away From 
Industry 

Another very important reason 
for the desire to have private car- 
riers carry risks is that the dollars 
keep working. In these days of 
confiscatory taxes, money for in- 
dustrial expansion is hard to find 
'when your field is limited to the 
private investor. The insurance 
company, as a result, has become 
an even greater source than it was 
in the past of investment funds. 
My own compeny, and I doubt if 
ithis is unique, has all of its debt 
securities held by insurance car- 
riers. In other words, the premium 
dollars have gone toward buying 


the new tools and new plants 
which are necessary if our econ- 
omy is to keep expanding. The 


premium dollars which go to gov- 


ernment are in large part being 
drained away as an investment 
source for the purchase of tools 





Yet flexibility is! 


ex- | 


to be secured. Government plans. | 


That is so far | 


holders. 
I me 


La Salle Street Women 
Re-elect Officers 


CHICAGO, ILL.—At the annual 
meeting of La Salle Street Women 


all incumbent officers were re- 
elected for the year 1949-50. 
President, Miss Colina Clow, 


Dr. Melchoir Palyi; 
Vice-President, Miss Lattin 
Jiencke of Gofen & Glossberg; 
Recording Secretary, Miss Grace 
Zern with Nelson L. Buck; Cor- 
responding Secretary, Mrs. Dor- 
othy Petrie of Harriman, Ripley 
Inc.; Treasurer, Miss Lil- 
lian Birkholz of Ketcham & Non- 
gaard, 


Secretary to 


by | 


| individual score, of 244. 


Securily Traders 
Association of NY 


The bowlers oft the Security 
Traaers Assocatisn of New York 
will hold a dinner on May 26 at 
Joe King’s Ratnskeller at 190 
Third Avenue. Cocktails will be 
served at 5:30, dinner at 7. Her- 
man Meyer, Stern & Co., is Chair- 
man in charge of the dinner. 

The winning team of the sea- 
son was led by Captain “Duke” 
Hunter of Hunter & Co. Members 
were Sidney Mendelson, Shaskan 
& Co.; Harry Casper, John J. 
O’Kane, Jr. & Co.; Charles Seaver, 
Seaver & Co., and Sidney Jacobs, 
Sidney Jacobs & Co. The team 


| won the championship, during a 


not contest on the last night of the 
season. 

Hank Serlen, Josephthal & Co., 
will be awarded a prize for high 
Herman 


|, Meyer had hign individual aver- 





| honor. 





age of 180. 

The association expects to have 
about 60 to 70 men at the dinner, 
and James F. FitzGerald, W. L. 
Canady & Co., Inc., President of 
the Association, will be guest of 


——— — 


San Francisco Bond 
Club Issues Paper 


SAN FRANCISCO, CALIF. — 
The San Francisco Bond Club is 
agein issuing tne “San Francisco 
Tapeworm” in connection with 
their annual outing at Aetna 
Springs, May 28. A lively and 


humorous four-page issue, the pa- 
per will contain many entertain- 
ing advertisements of firms in the 
business. It is being published 
through the cooperation of the 
San Francisco ‘Examiner.’ 











Society : 


o'clock p.m., 


from January 1, 


| May 23, 1949. 





| | | 
THE EQUITABLE | 
LIFE ASSURANCE SOCIETY 
OF THE UNITED STATES 


393 SEVENTH AVENUE, New York 1, N.Y. 
Notice of Nomination of Directors 


Notice is hereby given that in accordance with the provisions of the 
Insurance Law of the State of New York the Board of Directors of The 
Equitable Life Assurance Society of the United States ha nominated the 
following named persons as candidates for election as Directors of said 


JAMES B. BLACK, San Francisco, Cal. 
President, Pacific Gas & Electric Co. 
JOSEPH P. CHAMBERLAIN, New York, N. Y. 
Director, Legislative Drafting 
Research Fund of Columbia University 
BERTRAM CUTLER, New York, N. Y. 
Member Personal Staff, John D. Rockefeller, Jr. 

M. HARTLEY DODGE, New York, N. Y. 
Chairman, Board # Directors, 

Remington Arms Co., Inc. 

DOUGLAS S. FREEMAN, Richmced, Va. 
Newspaper editor and historical writer 
WILLIAM J. GRAHAM, New York, N. Y. 
WILLIAM A. KELEHER, Albuquerque, N. M, 
Counsel lor-at-Law 

NICHOLAS KELLEY, New York, N. Y. 
Counsellor-at-Law 
W. W. KLINGMAN, Dallas, Tex. 
Life insurance and banking 


RUSSELL B. LOWE, Fitchburg, Mass. 


{ Manufacturer 
| EDWIN P. MAYNARD, Brooklyn, N. Y. 
| JESSE SLINGLUFF, Baltimore, Md. 


| Counsellor-at-Law 


A certificate of nomination of the said candidates has been duly filed 
with the Insurance Department of the State of New York. 


The annual election of Directors of The Equitable Life Assurance Society 
of the United States will be held at its Home Office, 393 Seventh Avenue, 

New York 1, N. Y., on December 7, 1949, from 10 o'clock a.m. to 4 
and at said election twelve Directors, constituting one 
Class of the Buard of Directors, are to be elected for a term of three years 
1950. Policvholders whose policies or contracts are in 
force on the date of the election and have been in force at least one year 
prior thereto are entitled to vote in person or by proxy or by mail. 


ALEXANDER MCcNEILL, Secretary. 
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Railroad Securities 














New York, Chicago & St. Louis 
t becomes inereesingly difficult month month to justify the 
if not active revulsion, of the public toward railroad secur- 
>y all standards the vear so far has been a good one earnings- 

for the carriers. It true that figures ihe industry as a 
whole for the first quarter showed a substantia! dip in net income 
fo a major degree, however, this is directly attrib- 
disturhances and heavy expenses incident to 
the particularly severe winter in the west. 

It is notable that very few of the roads have made any effort 
to curtail maintenance outlays despite the decline that has been wit- 
nessed in traffic volume. As a matter of fact, most of the individual 
railroads, and the industry as a whole, have actually made heavier 
maintenance aceruals in 1949 to date than they did a vear To 
some extent this obviously represents an effort to get as mucn work 
as possible out of the way before the 40-hour week for non-operat- 
ing employees becomes effective next Sept. 1. 

Where it counts, which is in the cost of transportation, the rail- 
rouds have done an outstanding job of expense control. Although it 
traditionaily takes considerable time for railroads to adjust their 
operations to a declining trend of traffic, the roads this year have 
been able to cut transportation ratios as business falls off. Recogni- 
tion of this factor should, in time, be reflected in a@ more construc- 
tive attitude toward railroad securities on the part of both specu- 
ators and investors. 

One good example of resistance to 2 falling oif in business is 
to be found in the case of New York, Chicago & St. Louis. It was 
ene of the first roads to report April earnings. For the month, gross 
revenues increased nominally (less than $120.000) over a= year 
earlier. Net income was up by more than $194,000. This hardly sup- 
ports the contenticn of the bears that the industry must necessarily 
jall to pieces on even a minor dip in business. Even more impres- 
sive is the showing of the company for the full four months through 
April. 

For the four months ended April 30 the road’s gross revenues 
declined slightly more than $1 million from a year earlier. Main- 
tenance outlays were held to just apout the level of the 1947 period. 
Transportaticn costs, however, were cut by almost $600,000, thereby 
absorbing a substantial part of the drop in revei:ues. The transpor- 
tation vatio for the 1948 period was 35.4% compared with 36.1% in 
the 1947 interim. While income taxes were somewhat higher than 
they were last year, payroll levies were down fairly sharply and 
overall taxes were cut nearly $200,000. Finally, the net debit for hire 
equipment and joint facility rents reduced almost $400;000. 
Nickel Plate has for many years been a consistently high earning 
property. Last vear earnings on the preferred stock, en which there 

re dividend arrears of $73.50 a share, were reported at $42.58 a share. 
Earnings on the commen, without allowing for preferred dividend 
accumulations. amounted to $39.09 a share. For the first four months 
of 1949 ihere was a vear-to-year increase of $335,720 in net income. 
This was equivalent to vractically $1.00 a share on the common. 
With this start, and even granting further business deterioration late) 
in the vear, ‘t is Gifticult to visualize earnings for tne full year 1949 
running much, if any, behind last year’s figures. This is hardly indi- 
cative of a dying industry. 

Last year Nickel Plate instituted o provram for reducing the 
arrears on the preferred stock. An extra of $3.00 was distributed 
in) 1948 and one extra of $7.50 a share has been paid so far this vear. 
It is believed that this policy will be continued until at least haif of 
the accumulations have been liquidaied. At such time it should | 
possible to provide for the balance in new securities without any 
grent dilution of the equity of the common stock. It was the opposi- 
tion to any substantial dilution of the common equity that blocked 
the chances ot a stock recapitalization 'ast year. Proposed lease of 
the Wheeling & Lake Erie, which may be consummated in a couple of 
months. would further strengthen this situation muterially. 


is for 


from a year 2go. 
utable to the traffic 
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2ast President, presented 
following panel for approval 
the general membership: 
Russell C. Flood, President: Her- 
ert A. Johnson and Michael E. 
Harris, Vice-Presidents: Leon H. 
Curtice, Treasurer, and Ralston C. 
Hewitt, Secretary: Ronald  F. 
3rown, Franklin Buchheit, 
William G. Fallon, Howard B. 
Heller, Edward D. Hoffman, Wal- 
ter F. Knight. Stanley Michelsen, 
Harold Nohe, Jacob T. Schaefer, 
Directors. 


National President to 
Address Accountanis 


Clinton W. Bennett. 
of the National Association of 
Cost Accountants spoke at the 
annual meeting of the Brooklyn 
Chapter on Tuesday evening, May 
24. 1949. Mr. Bennett is a partner 
of Cooley & Marvin, a firm of 
certified public accountants and 
management engineers in Boston, 
Massachusetts. He is a member of 
the American Society of Mechani- 
cal Engineers, the American In- 
stitute of Accountants and a num- 
ber of other professional organ- 
izations of accountants and en- 
gineers. Arthur B. Gunnarson, 
Secretary, and other distinguished 
representatives of National Head- 
quarters, also attended. 

A technical forum on Current, 
Accounting Problems was con- 
ducted by Charles H. Towns, 
as Chairman, with Milton Hud- 
ders and Russell C. Flood partici- 
pating in the discussion which in- 
cluded the consideration of re- 
placement value being used as a 
basis tor depreciation. 

Election of officers and direc- 
tors for the fiscal year 1949-1950 
was also held at this meeting. The 
Nominating Committee under the 
Chairmaiuship of R. C. Morse, 


President 


L. 


eee 


New Orleans Bond Club 
Field Day Features 


NEW ORLEANS The Bond 
Club of New Orleans annual field 
day cn Monday, May 30, at the 
Metairie Country Club in New 
Orleans, will be highlighted by the 
traditional golf match between 
Kingston’s (Lamar & Kingston) 
“Cets” and Woolfolk’s (Woolfolk 
& Shober) “Dogs.” Other athletic 
events include swimming = and 
horse-shve pitching. 

The fieid 
off with a 
of officers 
iiscal year. 

W.C. Hildebrand of White, Hat- 
tier & Sanford is General Chair- 
man of field day. 


day will be topped 
banquet and election 
for the forthcoming 


Warns. Mortgage Lenders on Over-Ontimism 


Charles Fleetwood, Vice-President of Prudential Insurance Com- 
pany, tells New Jersey Bankers lending in present falling real estate 
market presents a situation demanding more than ordinary care. 


fn a talk before the New Jersey Bankers Association at Atlantic 


City on May 13, regarding the real 
look, Charles Fleetwood, 


Vice-President 


estate mortgage snd building out- 
in Charge of Real Estate 


for the Prudential Insurance Company, Newark, N. J., advised mort- 


lenders ° 
guard 
over- 


gage 
to 
against 
opitmism by 
screening all 
applications 
with more 
than ordinary 
care. 

“In fishing 
inthe troubled 
waters that 
probably lie 
ahead,” he 
stated. “I feel 
martgage 
lenders should 
do everything 
possible to 
guard against over-optimism and 
should screen all applications with 
more than ordinary care. Lending 
on a falling real estate market is 
quite a different proposition from 
lending at a time when every- 
thing is going up. It is no job for 
an amateur. Under such condi- 
tions, government - guaranteed 
mortgages should be even more 
attractive than usual to the aver- 
age investor. 

“From here on, any change for 
the worse. so far as business con- 
ditions are concerned, undoubtedly 
would be reflected in collection 
cases and some foreclosures. It 
a good time for all mortgage 


Chas. G. Fleetwood 


is 


| tion 
| and 

| tutions 
; not 


collec- 
case 


their 
just in 
the best. Insti- 
like ours however, can- 
operate on an in-and-out of 
the market basis. Come what may 
we must continue to serve the 


lenders to overhaul 
procedures 


to hope for 


| borrowing public in bad times as 


well as in good times and that is 
what we intend to do provided 


| we can make a reasonable profit. 
| That one word ‘Profit’ of course, is 
| the touch-stone of our entire free 


enterprise system. As old Uncle 
Joe Cannon used to say— it’s what 
has made this country one hell 
of a success. It is the thing that 
makes the mare go-—and so far 
this old mare of ours has served 
us pretty well. Personally, I! 
don’t want to see the old girl 
traded in for some ‘Rube Gold- 
berg’ gadget which is supposed to 
do the job on moonshine vodka, or 
what-have-you. 

“You may get 
from all I have 
not believe the future for the 
mortgage lender is particularly 
reassuring—and you will be right. 
However, I have been in the busi- 
for 


remember a 


the impression 
said that I do 


continuously over 25 


ness 


years and I cannot 


single year when I would. not 


have said exactly the same thing.” 


Chicago Reserve Bank Head Optimistic 


C. S. Young says if we are entering period of disinflation, recession 
or depression, it will be best financed of any like period in history. 


Holds there should be no concern 


of lack of capital to finance cor- 


porate and municipal expansion. 


Annual 
Milwauke 


Speaking at the 38th 
facturers’ Association at 
President of the Federal 
optimism on the business outlook. 
friends are? 
pessimistic 
about the 
present sit- 
uation,” Mr. 
Young re- 
marked, “Iam 
optimistic 
about the fu- 
ture of Amer- 
ican business. 
When sales 
are a little] 
disappointing | 
compared | 
with the ab-| 
normal years, 
there seems to} 
be an incelin-| 
ation to look for excuses rather 
then get down to fundamentals of | 
product, price, quality and con-| 
sumer services. 


as 


C.S. Young 


| 
“If we are entering a peviod of | 
disinflation, recession, or depres- | 
sion, it will be the best financed | 
of any like period in our economic 
history. We are exceedingly well- 
heeled, and I mean we ‘the | 
people, we, the ‘banking system,’ | 
and we, ‘American industry.’ 


“As part of the central banking | 


system, | believe it would be ap- 
propriate for me to say a few 
words about money. Money is 
neither dear nor tight, as it has 
been in the past before nearly all 
major business declines. Banks 
are generally liquid and able to 
make new loans to sound and 
well-managed businesses. And, 
even if this were not the case, the 
Federal Reserve authorities could 
quickly relieve any strain in the 
supply of credit. Your attention 
is directed to the recent decrease 
in reserve requirements, and the 
easing of instalment selling terms 
and of stock margin requirements. 
credit | 

the | 
immediate | 


money and 
probably 
the 


“From. the 
point of view, 
strongest point in 


Reserve Bank of Chicago, struck 


| lion 
| If 


| and 


i be 





Wisconsin Manu- 
it, £. & Young. 
note of 
business 


the 
May 


Meeting of 
‘e, Wis. on 
“Although many of my 
outlook is that the familiar causes 
which in the past have produced 
spiraling, or liquidating, reces- 
sions do not appear to exert 
heavy weight. I hope a few fig- 
ures to illustrate the point will 
not bore you. 

“In 1929 bank loans 
most 70% of deposits. 
1933, after tour years 
tion, they were 52°‘ 
Contrast that, if you 
that at the end of 
loans were only 36% 
assets and 30% of 
Money in circulation, distin- 
guished from money supply, was 
then $28 billion, $26 billion of 
which was outside of the banking 
system. Individuals had $50 bil- 
lion in demand deposits, $56 bil- 
in savings accounts, and $70 
billion in government securities. 
you want to go the limit and 
add cash value of life insurance 
such items, the total liquid 
means of the American people 
would not be far short of $300 bil- 
lions, 


were al- 
Even by 
of liquida- 
of deposits. 
will, with 
1948, when 


of earning 


as 


Ample Capital Available 


do not think there can be 
much concern as to the iack oft 
means to finance corporate or 
municipal expansion, neither do I 
think there should be much con- 
cern as to the mass purchasing 
power available for output of 
American industry. There may 
be further disappointment, hesi- 
tation, and slackening, which will 
bring on a cumulative weakening 
of sentiment and a defeatist psy- 
chology, but, in that connection. 
economic adjustments which expe- 
rienced people have recognized to 
necessary are making great 
progress. 


“TJ 


“All business and all prices did 
not rise together, nor are they 
making their adjustments and re- 
tracing their steps at the same 


deposits. | 


time. Cotton _ goods. radios, 


jewelry, tires, shoes, and furs have 


been at it for a long time, and 
we would be in error to believe 
all the trouble is still ahead. Much 
already has been accomplished. 
and I believe the financial situa- 
tion is thoroughly sound and that 
John Q. Public, by comparison, is 
rich and liquid as he has never 
been before. But there are three 
things he will rightly demand in 
exchange for his money we 
move into this competitive econ- 
omy which is just ahead—price, 
quality, and_= service. Quality 
guods, priced right and well serv- 
iced, will keep the dollars rolling 
to the retailer and to the 
facturer.” 


as 


Mmanue- 


EE 


Tax Instilute to Discuss 
Local Finance 


Round table to be held through- 
out country. ' 


The Tax Institute, the large non- 
profit organization disseminating 
‘information on all phases of taxa- 
lion, has just announced that it 
will, during the remainder of this 
year, conduct a series of regional 
vound tables. They will be con- 
cerned chiefly with problems of 
local finance and the action being 
taken to meet those problems. 

Some—perhaps all of these 
round tables will be sponsored by 
universities. Professor Robert S, 
Ford, Director of the University of 
Michigan Bureau of Government, 
will head the Regional Round Ta- 
ble Committee to make over-all 
plans for these meetings. Dr. Fred- 
erick L. Bird, Director of Munici- 
pal Research, Dun & Bradstreet, 
Inc.. and Mr. Carl H. Chatters’ 
Executive Director of the Amer- 
ican Municipal Association, will 
also serve on the committee. A 
local committee will be set up to 
organize and conduct each of the 
round tables. Further details con- 
cerning these plans will be 
nounced in the next issue of 
Policy.” 


The first 


aln- 
‘Tax 


round table will be 
conducted at the University of 
Michigan on June 3. Michigan 
State College and Wayne Univer- 
sity will cooperate with the Uni- 
versity of Michigan in arranging 
the program. Professor Denzel C, 
Cline of Michigan State College 
will serve as reported. A summary 
of the discussion will be pub-« 
lished “Tax Policy.” 

I 


FIG Banks Place DBehs. 


A suecessful offering of two 
sues of debentures of the Federal 
Intermediate Credit Banks was 


in 


iS- 


‘made May 18 by M. G. Newcomb, 


New’ York, fiscal agent tor the 
banks. The financing consisted of 
$32,045,000 1.45° consolidated de-~ 
bentures dated June 1, 1949, due 
Sept. 1, 1949 and $56,630,000 1.55% 
consolidated debentures dated 
June 1, 1949, and due March 1, 
1950. Both issues were placed at 
par. Of the vroceeds $38,070,000 
will be used to retire a_ like 
amount of debentures maturing 
June 1 and $50,605,000 is “new 
money.’ .As of the close of busi- 
1949, the total amount 


Ne 


ness June 1, 
of debentures outstanding will 


$598,440,000. 
i 


Pittsburgh Bond Club 
Schedule Outings 


FITTSBURGH, PA.—The 
Club of Pittsburgh announces the 
the 


sond 


following outings planned for 
and fall: 

Spring outing and golf 
St. Clair Country, 


summer early 
June 23 
tournament at 
Club. 
July 2 Mid-summer picnic 
Mili North Park. 
September 9—Fall outing 
Chartiers Country Club. 


7 
Grove. 


at 
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Lauds Swiss Circulation of Gold Coins 


George F. Bauer of New Yerk Board of Trade sees in it improved 


world trade as well as good 


“Switzerland’s reported plan 


example for U. S. to follow. 


to introduce new 25 and 50 franc 


vold coins for circulation at par with Swiss paper money is an encour- 


aging sign 


United Siates to observe World Tr 


for business leaders gathering in different 


parts of the 


ade Week—May 22-28,” George F. 


Bauer, Vice-Chairman of the In-* 

ternational Trade Section, New When news came of the official 

York Board of Trade, said. intention to make the Swiss 
“This action by the Swiss com-, money convertible into gold on 

pares with one recommended by | demand, a cause for hesitancy was 

the New York Board of Trade,| removed and the credit has been 

that our money be on a gold coin increased. 

standard at 35 non-gold dollars “This arrangement,” Mr. Mc- 





Philip M. McKenna | 


George F. Bauer 


per ounce in order to provide a 
sound basis for domestic and in- 
ternational commerce, 

“Notice of one favorable effect | 
from the Swiss action was re-| 
ceived from Mr. Philip M. McKen- 
na, President, Kennametal, Inc., 
Latrobe, Pennsylvania. 

“A month ago Mr. 
dealer in Zurich asked 
amount he could order on open| 
account without letter of credit! 
might be increased. No immediate | 
decision was made on the request. | 


McKenna’s |} 
if the| 


Kenna tells us, ‘“‘will make for re- 
duced paper work and improve 
efficiency in doing business with 
Switzerland. Furthermore, anv 
country returning to redeemable 
currency made good in gold, is 
credit-worthy. 

“While we shall increase the 
amount now on which our Swiss 
dealer can buy on open credit, 
we shall look forward to actual 
enactment of legislation to coin 
20ld again. When that is done, a 
prime requirement of internation- 
al credit will have been met, 
namely unrestricted ability to con- 


vert the currency of the buyer 
into a definite amount of gold, 


which, in turn has a definite value 
in currency of seller. We shall 
then be able to sell our goods to 
i dealer in Switzerland with the 
same assurance as we sell to a cus- 
tomer in any state in the Union. 

“It is this kind of monetary de- 
velopment as experienced by one 
manufacturer and capable of mul- 
tiplication by numerous firms and 
countries,” Mr. Bauer concluded, 
“that will make for a healthy and 
not a tax charity world trade 
again.” 


Sloan Warns Against Interferences in Balancing 
Economy 


In address to shareholders, Chairman of General Motors Corporation 
sees no basis whatever for real depression or even serious recession 
“unless we do foolish things nationally in economic area.” 

In concluding his address at the Annual Meeting of the share- 
holders of the General Motors Corporation, held in Wilmington, Del. 


on Nay 
that there is not likely to be any re 
we do foolish: 
things nation- 
ally in the 
economic area 
—such as a 
substantial in- 
crease in taxes 





or in other 
ways, which is 
not impos- 
sible.” 

“In my talks 
to you at pre- 
vious meet- 
ina s,’’ Mr. 
Sloan said, “I 

. have added a 
Alfred P. Sloan, Jr. few words in 


conclusion 
about the general picture, present 
and future. I believe our time 
together, limited as it is, had best 
be svent in dealing with the af- 
Jairs of the business. However, 
perhaps a point of view as to the 
general situation—if short enough 
—is not out of order. In my pre- 
vious years’ remarks on this sub- 
ject I have made two general 
observations. 

“The first is that, in a situation 
such as has existed, prices of ne- 
cessity are in a state of unstable 
equilibrium, both specifically and 
jn relation to each other. This 
distortion, in the very nature of 
things. must necessarily raise the 
question of the inevitable adjust- 


ment—how and when? The sec- 
and is, that such adjustment can 
only be brought about by the 
pressure of goods On prices. It 
cannot be brought about by po- 
Jitical propaganda on such eco- 
nomic relationships. In the state- 
ment I made to you in. 1947, I 
stated as follows: ‘It is the cash 


register of the country reflecting 
b 


20, Alfred P. Sloan, Jr., Chairman of the board, predicted 


cession in general business “unless 


tions that validates wages, prices 
end business volume, and justifies 
profits in a free competitive econ- 
omy. The more interferences are 
kept out, the sooner the essential 
adjustments will be accom- 
plished. 

“IT now pass to a third observa- 
tion. These adjustments that I 
have relerred to in previous years 
are now with us. Practically all 
goods are in ample supply, and 
prices are feeling the pressure and 
will continue to do so until a 
‘easonable balance is reached. 

“T have mentioned before the 
large expenditures on the part of 
business—capital goods expendi- 
tures. we call them. Such expen- 
caitures in 1948 amounted to about 
$19 billion. Capital goods expen- 
ditures pattern are a most 
significant factor in the whole 
econcemy. As they go, so goes the 
economy. so to speak. Such ex- 
penditures are now falling off. 
This, together with the tact that 
consumer needs. urgent and not so 
urgent, are becoming well satis- 
fied and all goods are moving into. 
ample supply, means that 
must now move to a lower level. 
\Y% is a natural and logical phe- 
nomenon. Nobody knows when 
the new level will be reached or. 
where it will be. But it is my 
opinion that the new level wiil 
be, in terms of physical volume 
of production, considerably higher 
than the general prewar level. I 
hope we will let things follow 
their normal course rather tnan 
interfere threugh new wage in- 
creases or some form of panacea. 
Such only serve to prolong the 
operation and, in the end, increase 
its intensity. My individual opin- 
ion, for what it is worth, is that 


asia 


we 


I appreciate that does not 
mucn. Perhaps what I really 
mean is that I can see no basis 
whatsoever for a real depression 
or even a recession of consider- 
able consequence. Of course, if 
we do foolish things nationally in 
the economic area—such as a sub- 
stantial increase in taxes or in 
other ways, which is not impos- 
sible—we might accelerate the 
adjustment into something worse.” 


Anthon Lund Promoted 
To SEG Division Dir. 


Anthon Lund has been promot- 
ed by the Securities and Exchange 
Commission to Director of the 
division of trading and exchanges. 
succeeding the 
late Edward 
H. Cashion. 
Sherry T. Mc- 
Adam, Execu- 


mean 





tive Assistant 
to the Chair- 
inan of the 


SEC will suc- 
ceed Mr. Lund 
as Associate 
Director of the 
division. ~ Mr. 
Lund has been 
with the Com- 
mission for 
about 15 years, 
and Mr. Mc- 
Adams who 
was on active duty with the Navy 
from 1940 to 1945, has been with 
the Commission since 1935. 


E. F. Hutton & Go. to 
Consolidate With 
Clement, Curtis & Co. 


E. F. Hutton & Co,, 61 Broad- 
way, New York City, one of tre 
country’s largest brokerage firms, 
announced plans for lturther ex- 
pansion of its services on July 1, 





Anthon Lund 





when it will consolidated with 
Clement, Curtis & Co., one oft 
Chicago's oldest securities and 
ccmmodities brokerage houses. 
The enlarged firm will continue 
under the name oi E. F. Hutton 
& Co. 


All 16 present partners of E. F. 
Hutton & Co. (founded in 1904 by 
Edward F. Hutton) will coniinue 
with the firm. John G. Curtis, son 
of ene of the founders of Clement, 


Curtis & Co., will become a new 
limited partner of E. F. Hutton 
& Co. Franklin G. Clemerit, son 


of the other founder, and Arthur 
L. Lindley, with the Chic firm 
since 1906, will both new 
eeneial partners. 

BE. F: Mutton & Covs new Chi- 
cago offices will be at the present 
location of Clement, Curtis & Co. 
in the Board of Trade Building. 
With its home offices in New York 
and principal offices in Los An- 


aga 


become 


geles, San Francisco and Dalles 
E. F. Hutton & Co.’s nation-wide 
wire system row extends to 18 


branch offices in California, Ari- 
zona, New Mexico and Texas and 
to wire connections in Boston, 
Chicago, Cincinnati, Pittsburgh, 
St. Louis and other cities. The 
firm has a foreign representative 
in Geneva and broker and dealer 
clients in London, Zurich, Amster- 
Gqam, Buenos Aices and Monte- 
video. 
EE 


First New Mexico Admits 

ROSWELL, N. M—John M. 
Holley, Jr., has admitted A. Clark 
Fieehart to the 
First New Mexico Company, 103 
West Fourth Street. Mr. Fleehart 
has been associated with the firm 
for 


Yartnership in 


some time. 





C. B. McDonald Dir. 


C. B. McDonald, managing part- 
ner of McDonaid & Co., Cleveland, 
Ohio, elected to the 
board of directors of the American 


has been 


undreds of millions of transac-: we are not going down very far. Investment Co. 














A good tone and sizable 
Treasury obligations despite tight 


ities by war loan cells and spotty 
banks to borrow. 
shorts because the banks are not 


have forced the 


obligations. 


banks continue to add to their 


the 244s due 1959/62. and the 21 


Both the small and large banks have been very sizable buy- 
ers of the June and December 2s with the 2'4s due 1956/59 also 
being well bought. ... These institutions likewise have been tak- 
iS due 1960/65 and the 274s due 1955/60. . 
of-town deposit institutions have been largely interested in the 
2'os due 9/15/67/72, and they continue to increase their holdings 
. However, 
restricted bonds are still being made in volume... . 


ing on the 2° 


of this obligation. 


MONEY MANAGERS DOTE ON “SURPRISES” 
_ The monetary authorities appear to be playing “hide and seek” 

with the money markets, by always doing the unexpected. . 

prise seems to be the watchword of the powers that be. 


market should be 
it gets shorts 


Then next operation is the July certificates and the money 
markets are looking for one year 1!';s in place of them... 
what about the unexpected happening? ... It could be that the 
authorities will give the market anether surprise and offer secur- 


ities that are not looked for. 


convinced the market is about certain issues being offered, the 
less chance there is of its being done... . 


SOME CONCRETE EXAMPLES 


It was evident with the decline in business and loans that reserve 
requirements of member banks would ke reduced. ... But the mar- 
ket did net look icr the reduction in reserves at the time it was made 


by the authorities. . Surprise! 


obligation was rather generally expected. 


. No.15,%, but more 1s. 


aoes not usually take place. 


of course. 


There is considerable talk about the F and G bonds being re- 
opened to commercial banks, so that some of the demand for 
longer maturities would be taken care of in this way. ... But 
will this happen if the market gets too sure of itself? 
member there must ke a surprise in here somewhere, because 
the money managers have been doing the unexpected... . 
while, there was a great deal of “Open Mouth Operations” about 
the restricted bonds, particularly the 2'4s of 1959/62, and how 
they would probably be made eligible for purchase by commer- 
talk has subsided 
could be one of the surprises that the authorities might spring 
on the market. ... Remember the unexpected has been happen- 
ing and what is not looked for does take place. ... 


cial banks. . Much of this 


HIGHER PRICES IN OFFING 
Easy 


summer may force the 


cespite surprises and uncertainty, 
the longer eligible market. 
must be watched closely for money market changes as well as eco- 


eventually to broaden 
nomic conditions. 

opinion 
mer, while others believe that it 
before 


indices are still dawn which means less demand for funds by 
. But here egain there are many that are very bearish, while 
2 turn for the better is not too far away. 


iry. 


others feel that 


situation at best seems to be very 


cates a greater supply of credit,- part of which will be created by 
the monetary authorities. 
Therefore. under such conditions government obligations 


should be in demand, and unless the supply of the longer eligibles 
is added to, prices of these obligations will seek higher levels. 

Savines bonds, and the restricted obligations, could be used 
to limit seme of this demand for the longer eligibles, but don’t 


be too sure, and just don’t be 


NYSE Board Reelecis 


Beckers Vice-Chairman Four New Pariners 


The Board cf Governors of the 


New Stock Exchange, at its or- 
ganization meeting, re-elected 
William K. Beckers as Vice- 
Chairman. 

Mr. Beckers is a partner ol 
Spencer Trask & Co. He has 
been a member of the Exchange 
for 22 years and Vice-Chairman 


of the Board since May, 1937. He 
has twice been elected a Gov- 
ernor, serving from 1938 to 1942, 
and from 1944 to date. 


Our R eporter on Governments 


= By JOHN T. CHIPPENDALEL, JR. 


demand 


New money as wel! as funds obtained from switches 
are being invested in the elivibles due from 1953/54 on. 
holdings of the restricted bonds, with 
»s due 
most of the attention at this time. 


looking tor intermediate or long-term obligations, 
. On the other hond, if there should be opinions that 
shorts will be offered, there probably will be longer maturities, be- 
cause there must be surprises in the picture. 


... The unexpected again. . 
.. . Reserve requirements will most likely be reduced again, but do 
not count on its happening at the expected time because the expected 
It should not be forgotten that the 
hide and seek game is still in style, so lock for what? 


meney market conditions that will get easier during the 
hand of Treasury in future refundings, 


On these two forces there is great diversity of 
with some looking for a turn in the loan curve by late sum- 


there is a reversal in liquidation of borrowings. 


‘liam E. Slack and Thomas B. Krug 

























































































continue in the market for 
money conditions. ... The author- 
support of the short-term market 

. There has been liquidation of 
parting with their higher income 
Savings 


1962/67 and 1963/68 getting 


Out- 
switches frem the eligibles into 


Sur- 
If the 


But 


It seems as though the more 


In the June refunding a 1°3% 
. And what happened? 
.. Surprise! 


. Surprises, 


Re- 
For 2 


now, but this 


Surprise! ... 


and 
something will have io be done 
.. Tne loan trend 


time 


will take considerably more 
Business 


indus- 


The 
mixed and this undoubtedly indi- 


surprised, it you are surprised. 
s s 
Bioren & Co. to Admit 


PHILADELPHIA, PA.—Bioren 
& Co.. 1508 Walnut Street, mem- 
bers of the New York and Phila- 


delphia-Baltimore Stock Ex 
changes, will admit Sterling J. 
Whitcomb, Gordon L. Keen, Wil- 


to partnership on June 2. All have 


been associated with the firm for 
some time. 
On May 31, Harry MacDonald 


and Walter D. Larzelere w1)] 


tire from partnership. 


re- 
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Foresees “Cold Rubber” Giving 75,000-Mile 
Automobile Tires 


Dr. Charles P. Fryliag of Phillips Petroleum Company tells American 
Chemical Society of new synthetic material now being developed. 


American Chemical Society 
Fiyling, a chemist 
and an authority 
in producing a 


at 
tne 

on 
new 


before the 

. Dr. Charies P. 
Phillips, Texas 
nrogzress Made 


. 


In a lecture delivered 
Cambridge, Mass. on Mey 
Philiips Petroleiim Con peny 
synthetic ro oher, revealed the 
synthetic 
Material year, 
which is Manufacturers Association. 
called “cold Chemists who worked during 
rubber.” and the war on GR-S, which was pre- 
which prom- pared in heated vats, realized tnat 
ises to make a ; a better material could be ob- 
passenger tained through a low-temperature 
tires that will process, but they could not make 
hold out 75.- ithe rubber rapidly and efficiently 
000 miles and without heat at that time, accord- 
last the aver- ing to Dr. Fryling, who is super- 
age motorist visor oi the Phillips Company’s 
eight years emulsion polymerization research. 
or three times Emulsion polymerization is the 
as long as key step in synthetic rubber man- 
present tires. ufacture, in which two liquid 
According to chemicals, stvrene and butadiene 
Dr. Fryling, are combined to make GR-S. 
before the year is over a pro- The discovery of new catalysts 
duction capacity of 200,000 tons of ‘9 accelerate this combination has 
cold rubber will have been made Made it practical to produce rub- 
available by Rubber Reserve, the ber at about freezing (32 degrees 
government synthetic rubber or- fahrenheit), he explained. 
ganization, and should’ enable The reason for the exceptional 
synthetic rubber to compete on strength of cold rubber seems to 
favorable terms with the natural be the regular shape of its mole- 
product. ales, Dr. Fryling continued. Rub- 

The cold rubber ber molecules, he explained, 
Dr. Fryling is would resemble barbed wire if 
tougher than they could be magnified suffi- 
rubber of the type called GR-S,/<iently, and in cold rubber the 
and outwears even natural rub- —— would be more or less uni- 

orm. 

ber, the speaker In fact, he In addition to making 
declared, recent advances have a_ better rubber. the new 
given hope that also reduced the cost of 
senger tires thetic product, he said, because 
ity in the faster reactions with reduced 

: overhead costs are now possible, 
erage motorist 
tween 9,000 


of 


according to the Automobile 


Dr. Chas. P. Fryling 


described by 
stronger and 
ordinary synthetic 


said. possible 
catalysts 
*75,000-mile pas- the syn- 
become a real- 
The 


Cal 


may 


near future.” av- 


drives his be- 


10,000 


and less pure raw materials can 
be employed. 


Plans Quting Events 


man; N. C. Hamilton, Jr., Smith, 
Barney & Co.; Robert G. Mead. 
Stone & Webster Securities Corp.: 
Geo. I. Daniels, City National 
Bank & Trust Co.: Arthur Tresch 
Smith, Barney & Co.; Jules F. 
Cann, Lehman Bros. 

Dinner: Harris E. Wilder, 
nois Co. of Chicago, Chairman: 
Alford J. Baschen, Northern 
rrust Co.: F. Newell Childs: A. L. 
VicDougal, McDougal & Condon: 
Horace O. Wetmore, Blyth & Co.. 
{ne. 

Golf: 


and miles a 





Bond Glub of Chicago 


CHICAGO, ILL.—Features of 
the day at the annual field day 
of the Bond Club of Chicago, to 
be held June 3 at the Knollwood 
Club, Lake Forest, Ill., will be 
tournament golf for three club 
trophies. The IBA handicap sys- 
tem will be used for foursomes. 
Caddy fee will be $2.50 for 18 
holes. 

Tennis singles will begin at 
a.m, Teams matched’ by 
committee will square off in 
round robin doubles at 2 p.m. In 
addition to the I. Newton Perry 
Cup there will be other awards. 

Luncheon will be served from 
11:30 a.m. to 2:30 p. m., to be 
followed in the afternoon by a 
baseball game between “Fitzger- 
ald’s Fractions” and “Ollman’s 
Odd-Lots,” at 3:30 p.m. & 

The club also announces free 
beer at the 4th and 14th tee and 
at the ball game and a series of 
special events. Dinner is at 
7:00 p.m. ). 

Members of the various com- 
mittees are: 

Arrangements: Robert 
desta, Cruttenden & Co., Chair- 
man; Thomas W. Evans, Halsey, 
Stuart & Co.; James P. Jamieson, 
Glore, Forgan & Co.; Carl H. 
Ollman, Kebbon, McCormick & 
Co.: George R. Torrey, Kebbon, 
McCormick & Co. 

Reception: Alfred _ S. 
berger, Blyth & Co., Inc., 
man; John S. Loomis, Illinois 
Co. of Chicago; Julien H. Col- 
lins, Julien Collins & Co.; George 
F. Spaulding, Northern Trust Co.; 
D. Dean McCormick, Kebben, 
MeCormick & Co. 

Entertainment: William J. Law- 
lor, Jr., Hornblower & Weeks, 
Chairman; Carl J. Easterberg, 
Riter & Co.; L. Raymond Billett, 
Kebbon, McCormick & Co.; Jo- 
seph C. Houston, Jr., Calvin Bul- | 
lock; William H. Sills, Sills, Fair- 
man & Harris. 

Refreshments: George S. Has-| 
kell, Smith, Barney & Co., Chair-! 


Ili- 


10 
the 


Robert L. Holt, Blair & 
Co., Inc., Chairman; George H. 
Willis, George H. Willis & Coa:: 
Hardin H. Hawes, Harris Trust & 
Savings Bank: Vincent Coleman, 
“arwell, Chapman & Co.; O. Paui 
Decker, American National Bank 
Trust Co. of Chicago. 
Baseball: John W. Allyn, A. C. 
Allyn & Co., Chairman; Earl C. 
Glosser, Thomson & McKinnon: 
Fred T. Rahn, Illinois Co.: James 
Casey, Lee Higginson Corp. 
Tennis: John A. Kelly, 
Barney & Co., Chairman: Wood- 
vard 3urgert, Harris Trust & 
Savings Bank; Walter J. Fitz- 
zerald, Jr., Blunt Ellis & Sim- 
nons; Robert B. Krell, Bacon, 
Whipple & Co.; Louis J. Stirling, 
Hirsch & Co. 
Indoor Sports: 
Vurray, Ketcham & Nongard, 
Chairman; Joseph P. Condon, Mc- 
Dougal & Condon; Fred M. Gil- 
espie, Harris Trust & Savings 
Bank; Art H. Oehl, Paine, 
ackson & Curtis; Clark J. Rob- 
‘rtson, Sills, Fairman & Harris. 
Trophies: Lewis Miller, First 
| National Bank of Chicago, Chair- 
man; George L. Martin, Martin, 
3urns & Corbett; Donald BE. 
Stephens, Paul H. Davis & Co.: 
| Robert E. Simond, Halsey, Stuart 
& Co. 
Three special committees: Wil- 
iam H. Higgins, Paine, Webber, 
| Tackson & Curtis, Chairman, as- 
sisted by Ralph N. Ballou, Paine, 
Webber, Jackson & Curtis; John 


A. Po- 


Rowland H. 


Wilt- 
Chair- 


Smith, 


Webber, 


Glore, Forgan 
rimm, Ea 
David J 
airman & Harris, 
Redden, Halsey, 


Gallery, 
Kdgar F. G 
lon & Co." 
Sills, F 
ward J. 
Co. 


rm. A. 


& €- 
stman, Dil. 
yhn Harri 
and Ea- 
Stuart & 


Hutchinson, McMaste: 
Hutchinson & Co., Chairma 
assisted by John C._ Roger; 
Hickey & Co.; Bradford W. Shaw 
Swift, Henke & Co.; F. Girard 
Schoettler, Wayne Hummer & Co., 
and Henri P. Pulver, McMaste) 
Hutchinson & Co. 

H. Gerald Nordberg, E. H,. R 
lins & Sons, Ine., Chairman, 
sisted by Linneus A. Lawrence, 
First Boston Corp.; Elmore Song, 
Goldman, Sachs & Co., and Ed- 
ward P. Murphy, A. C. Allyn 
& Co. 

Members of the general com- 
mittee for the outing are: Joseph 
W. Hibben, Kidder, Peabody & 

o.. General Chairman; George S. 
Channer, Jr., Channer Securities 
Co.; Henry W. Meers, White, 
Weld & Co., and Andrew M. 
Baird, A. G. Becker & Co., Vice- 
Chairman. 


Deposits in New York 
Sav. Banks Increased 
During Month of April 


A net gain in 
$29,808,000 during 
the savings 
York State, was 
John Adikes, 
President of 
the Savings 
Banks Asso- 
ciation of the 
State of New 
York and oft 
Jamaica Sav- 
ings Bank, 
Jamaica, New 
Y ork. Ac- 
counts in- 
ased by 
3,881 bringing 
total accounts 
now held by 
all savings 
banks in the 
state of 7.328,- 
G04 and total deposits to $10,550.- 
263,000. 

The spread between the amount 
of money deposited and tke 
amount withdrawn from savings 
banks widened during April. 
Gross withdrawals were only 
88.7% the gross deposits during 
the month compared with 90.6‘ 
during April a year ago. Conse- 
quently, the net gain in savings 
deposits of $29.8 million was ap- 
proximately $3.6 million more 
than the banks gained in April of 
1948. 

Both savings deposits and ac- 
counts have been on a steady in- 
crease this year. During the foui 
nonths ending April 30, deposits 
increased $206 million, or ap- 
nroximately 21% more than the 
$170 million gain recorded for 
the same period last year. 

With the exception of February, 
cvery month so far this year has 
seen deposits growing at a greatcr 
rate than for the corresponding 
periods in 1948 

ee ee 


E. A. Harden Joins 
Starkweather Company 


Starkweather & Co., 111 Broad- 
way, New York City. members of 
the New York Stock Exchange, 
announce that Edwin A. Harden 
has become associated with the 
firm as manager of its Institu- 
tional Department. The business 
of E. A. Harden & Co., Inc. has 
been discontinued as of May 21, 
1949. 


»i- 


as- 


savings deposits 
April, 1949, 
banks of New 
announced by 


ot 
for 


cre 


John Adikes 


of 


teenie 


Cgo. Exchange Member 


CHICAGO, Tuli. The Execu- 
tive Committee of the Chicago 
Stock Exchange has announced 
the election to membership of 
Claude F. Turben, Vice-President 
of Merrill. Turben & Co., Cleve- 
land, Ohio. 


showing results for the 


Two-Year Comparison of the Paper Companies 


Va., firm of Branch, Cz New 
have ed in tabular 
representative integrated 
1947 and 1948. Unless otherwise 


calendar years. The 


The Richmond, abell & Co., members 


York Stock Exchange, 
statements of many 


issu form conmparative earn- 
nies 
stated, 


tion was 


Ings paper compa 
years 


tabula pre- 


the periods covered are for 
rank G. as follows: 

STATEMENTS OF MANY 
COMPANIES 1947- 


second line 


by Ross and is 


COMPARATIVE PROFIT 
REPRESENTATIVE INTEGRATED PAPER 
(Note: 1947; 


Net P: 


pared 


1948 


Figures on first line are for for 1948) 
) Ne ofit Net Profit 
sales Before Taxes » Surplu 

Co ere $4. 30,468 $4,812,682 2,837,682 

070,000 6,236,278 3,936,218 

Inc. 1'76,783 4,355,790 2,791,797 

50,405 »,624,797 2,805,288 

0,113 5,549,984 3,337,437 

4 240,794 ).106,673 3,036,044 

Fibre Co. _- 7,611,197 202,583 5,919,357 

F 35,237 169,580 8,540,040 

America 128,545,675 16,973,603 273,603 

31,056,327 5,990,593 $24,593 

797,241 5,059,306 3 306 

395,529 ,O09S 693 

3,216 716,662 

907 5,907 

3.727 528,727 

215 3] §.215 

7,911 

2,072 


Camp Manufacturing Co., 


Chesapeake Corp. of Va.--- 


Champion Px 


per & 
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ach . 
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Container Corp. 


rmill Paper Co 

ulp & Paper 
Fibre 
Paper 


Corp +3.346 

8.696.563 
15,173,454 
19,009,331 
Robert Gair Co., In¢...... 44.637 
$5.801.106 
t°,964,001 


111 202 


& Paper 
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certificate wa 
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SEC Counsel Rules on “When Issued” Trading 


Roger S. Foster holds exemption under Sec. 3 (A) (19) of Secur- 
ities Act of 1933 from ‘ trading restrictions would be 
no different in cases of a stay in corporate reorganizations than 

when an appeal is taken from court order. 
SEC 
trading 


nded 


2,000,000 eact 


‘when issued” 


General Counsel, Rover S. Foster, concern- 
urities 


May 


of 


An 
“when 


opinion 
undergoing re- 


the 


of concerns 


24. The 


issued’ in se 


ing 


ganization was made public on text of opinion 


follows: 

3000 and 3011, the opinion was 
of a U. SS. District Count 
Utility Holding Company 
Chapter X of the Bank- 
Section 3(4)(1G6) of 
pursuant to the 


claims 


Act rele No 
alia, that an 
Section 11(E) 
confirming a 


“In Securities ases 


expressed inter order enfereing 


a plan under of the Putlic 
Act Of 1935; 
ruptey Act, 


Securities 


or plan unGaer 


establishes an exemption under 
Act of 1233 


for 


the for any securities issued 


plan in exchange ene or more outstanding curities, 


oO} interests, or partly in such exchange and partly for 


that upon the entry 
legally sell such securities 
taking of an appeal from such an orcer would not affect the e 


order the 


proverty 
may 
the 


xemp- 


dealers 


hat 


cash; of such an order brokers or 


on a when-issued kasis, and 1 


tion ‘unless ihe of lower court were stayed pending the 
appeal.’ 

“The effect 
the nature and 
plans indicates that the normally sought 
have the effect merely the 
than setting aside even temporarily the eifect of the court’s approval 
cr confirmation order, it is that any such stay order 
would not affect the exemption from the Securities Act more 


th an the taking of an appeal without a stay.” 


Ted Alexander With 
R. A. Underwood Co. 


DALLAS, TEX.—Ted R. Alex- 
ander has become associated with | 
R. A. Underwood & Co., Inc., Mer- | 
cantile Bank Building in the) 
municipal trading department. Mr. 
Alexander was formerly invest- 
ment manager for the Texas State 
Board of Education. 


order depends, of 


Since 


order 


course, upon 
with such 
would 
rather 


court 
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of stay 


of a stay of a 


conditiens of stay. experience 


type 
execution of plan 
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‘Buckley Brothers to Admit 
Carl S. Wittmer Jr. Partner 
| HAGERSTOWN, MD.—Carl S. 
| Wittmer, Jr.. Resident Manager of 
the office of Buckley Brothers 
in the Wareham Building, will be 
admitted to vartnership in the 
firm, which holds membership in 
‘the New York and Philadelphia- 
Baltimore Stock Exchanges 
June 3. 


on 
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San Francisco Security Traders Association 


William A. Miller, Fairman & Co., Los Angeles, President of Security Traders Walter J. Vicino, Blyth & Co., Inc.; Terry Dempsey, Merrill Lynch, Pierce, Fenner & 
Association of Los Angeles; Bart McMahon, Merrill Lynch, Pierce, Fenner & Beane; Edwin L. Beck, Commercial & Financial Chronicle, New York City 
Beane, President of San Francisco Security Traders Association: Edward H. 
Welch, Sincere & Co., Chicago, President of National Security Traders 
Association 


Jim Powell, Harris, Upham & Co.; Tony Bottari, J. S. Strauss & Co.; Pete Finnegan, Hannaford & Talbot; John Buick, American Trust Co.; 
. > <4] Fj 
Joseph Kessler, Henry F. Swift & Co. George Gumbel, J. Barth & Co. 


Collins Macrae, Wulff, Hansen & Co.: Elmer L. Weir, Connie Shafft, Shafft, Snook & Cahn; Cliff Morrill, Bill Davies, Dempsey -Tegeler & Co., Los Angeles; 
Brush, Slocumb & Co. Walston, Hoffman & Goodwin Jack Quinn, Stone & Youngberg 





Emmet Whitaker, Davis, Skaggs & Co.; Frank Bowyer, Schwabacher & Co.; Lou Spuller, Elworthy & Co.; Jack Hecht, Dempsey-Tegeler & Co., Los Angeles; 
Tom Price, McAndrew & Co., Inc. Ernest E. Blum, Brush, Slocumb & Co. 
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Annual Spring Outing May 14 and 15 


Art Perenon, Wm. R. Staats Co.; Walter F. Schag, Davis, Skaggs & Co.; Dick Gianti, Blair & Co., Inc.; Henry Hefter, American Trust Co.; 
Louis Rich, Schwabacher & Co. Rich Payne, Geyer & Co., Inc. 


\ 


Jack Hecht, Jr., Blair & Co., Inc.; Houston Hill (‘Junior’), Fred Tantzer, Head Chef at the Club; “Cookie” Faulkner, Forest W. Shipley, Quincy Cass Associates, Los Angeles; 
J. S. Strauss & Co.; Joe Talbot, Hannaford & Talbot Wulff, Hansen & Co. John J. O'Reilly, Denault & Co. 


Joe Larzelere, H. Irving Lee & Co., San Jose, Calif.; Paul E. Isaacs, Sutro & Co.; John J. Ford, Douglass, Van de Naillen Co., Inc.; Al Merrill, Raggio, Reed 
George Kammerer, J. S. Strauss & Co. Ken Sayre, Needham & Co., Palo Alto 


Ted Baker, Dean Witter & Co. (with violin); Jim Stewart, Wilson, Johnson & Richard O’Neil, Edgerton, Wykoff & Co., Los Angeles; Chic Harkins, Blyth & Co., 
Higgins (with guitar); Florence Del Turco, accordionist; Earl Thomas, Dean Inc.: Jack Egan, First California Company 

Witter & Co., Chairman of the Entertainment Committee, on Miss Del 

Turco’s left: Bob Smith, Hill Richards & Co., on Ted Baker’s left, singing 
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At Mt. Diablo Country Club 
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~ « 
Bill Belknap, Walston, Hoffman & Goodwin; Ted Baker, Dean Witter & Co.; Chick Harkins, Blyth & Co., Inc.; Al Hewitt, First California Co.; 
Bob Smith, Hill Richards & Co. Charles Kane, Geyer & Co. 


Dick Abrahamson, Weeden & Co., San Francisco; 


Jack Hecht, Dempsey-Tegeler & Co., Los Angeles; Jack 
Larry Pulliam, Weeden & Co., Los Angeles 


Robert Bourne, Conrad, Bruce & Co.; Bill Raber, 
Stewart, Scanlon & Co. Hecht, Jr., Blair & Co., San Francisco, who has just made 
Jack, Sr. a grandpa! 


J. Earle May, J. Earle May & Co., Palto Alto; Hodge Davidson, Bailey & Davidson; At the Dinner 
Jim Stewart, Wilson, Johnson & Higgins; Brooks Weber, Davies & Mejia 





Angelo Lamperti, Lawson, Levy & Williams; Robert Jenkins, First California Co.; “Sandy” Hogland, Brush, Slocumb & Co. (in background); Tony Richman, 
Jack Sullivan, First California Co. Davies & Mejia; Forrest Moran, Conrad, Bruce & Co. (in background); 
Harry Schmid, Wm. D. James Co., Sacramento 
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Wholesaling Rail Securities 


(Continued from page 4) 
state that because of this, the ac- 
count became very active again 
and substantial amounts of busi- 


ness have been done with their 
office ever since which has been 
beneficial to both my firm and 


theirs and also their customers. 
Now that we have our audi- 
ence, what is the best method to 
use in selling them on your par- 
ticular idea? It has been my ex- 
perience that it is necessary to 
discuss the general background of 
the industry itself. Using the 
railroad industry as an example, 
show them that in 1920 and 1921, 
the industry first felt the force of 
competition through improvement 
by the Federal Government of 
inland waterways, through trucks 


which were able to cut rates on 
small-lot goods, through pipe 
lines, approximating 250,000 


miles being laid which took the 
oil business away from the rail- 
roads. Then proceed to show that 
for the next eight years the rail- 
roads through efficiency factors 
were able to decrease their ex- 
perses and enable them to still 
remain in the black. You can then 
go on to say that in 1930 and 1931 


the railroads entered a period of | 


depression with capitalization 
consisting largely of funded debt 
predicated on a _ monopolistic 


industry that hadsuddenly changed 
to a competitive type of business. 


The amount of business that the! 


railroads lost to their competitors 
while small, as against the total 
transportation business, still was 
not the primary cause of the fi- 
nancial debacle that hit the indus- 
try, but the cutting of rates to 
try to retain that business broke 
the rate structure of the railroad 
industry and just did not give 
them enough gross business to 
combat their fixed costs. As a 
result of this, about 35% of the 
total rail mileage was forced into 
bankruptcy. 

Up to that time, people who 
sold rail obligations did not sell 
them to individuals but to large 
fiduciaries who bought them in 
block form. In 1931, these fiduci- 
aries stopped as buyers of railroad 
securities and became sellers on 
balance. The result was, with no 
buying cushion under the various 
issues, railroad bond prices de- 
teriorated to a point where the 
total capitalization of some com- 
panies was lower than the scrap 
value of the rails, tie plates and 
equipment. In other words, ex- 
plain to your audience that the 
destruction of railroad credit 
could create tremendous bargains 
for their customers if selective 
buying of special situations which 
you would discuss later were fol- 
lowed. 

From this point you’ should 
present the optimistic side of the 
picture, showing the reduction in 
debt through open market pur- 
chases and through the reorgani- 
zation of the 35% that had gone 
into bankruptcy. 

Naturally, the above is a gen- 
eral idea of the presentation of 
one particular industry. The same 
could be done in the utility in- 
dustry, the chemical industry or 
the motion picture industry. It 1s 
very important to show the bad 
points as well as the good points. 
It is also very important that you 
know something about the per- 
sonalities of the men operating 
the various companies that you 
intend discussing. Are they, in 
your opinion, competent man- 
agers? If they are substantial 
security holders in the company 
of which they are an official, that 
point should be made known, as I 
think you will find, especially in 
the railroad industry, that where 
there is ownership management, 
there is nine times out of ten com- 
petent management. All this 
background knowledge should 
take up about one-third the al- 


the next third should be devoted 
to the specific proposition or 
propositions that you have to of- 
fer. Once you get down to the 
specific carry it through to the 
nth degree. If it happened to be 
the Missouri Pacific, don’t speak 
of the “MOP” 5s, but. speak of 
Missouri Pacific Refunding 5s. In 
order to show you what I mean by 
specific, I shall, a little later on, 
take you through the development 
of one railroad reorganization, 
namely, the Wisconsin Central. 


Getting Necessary Information 

How do you get the necessary 
information to present to your 
people? There is only one way t 
do it. Get it yourself and get i’ 
from primary sources. Do no 
depend on the investment services 
because right then and there, you 
are taking secondary information. 
Our firm has always covered all 
court hearings and _ Interstate 
Commerce Commission proceed- 
ings regarding these rail reorgani- 
|zations. We have _ purchased 
‘transcripts of all the testimonies 
|given at the various hearings so 
‘that we can review the oral argu- 
ments that we heard discussed 
and keep ourselves abreast of all 
the necessary details to present 
an intelligent and sound argument 
relative to the value of the securi- 
| ties that will be effected by the 


| reorganization. In our attend- 
ance at court hearings, it was 


| necessary in some instances to go 
as far as sitting through hearings 
in the U. S. District Court, the 
Circuit Court of Appeals, and 
even as high as the United States 
Supreme Court. You may believe 
that a great deal of this leg work 
is not necessary, but I can tel) 
you that it pays off in dividends 
to you and your clients. As an 
example, 
one specific instance in the re- 
organization proceedings of a par- 
ticular railroad in the Middle 
West. 


This road had about seven divi-| 


which no in- 
paid since the 


liens upon 
had been 


sional 
terest 


bankruptcy proceedings had been | 
Until the segregation 


| instituted. 
study and formula were prepared, 
it was impossible to tell which of 
\these liens were on money mak- 
‘ing divisions and which were on 
marginal or out-of-pocket loss di- 
visions. During the court hear- 
\ings, when the formula was pre- 


let me tell you about} 


'sented, we were able to ascertain | 


‘that two of the liens, all during 
ithe depression, had covered their 
'charges anywhere from five to 
eight times. It was rather obvi- 


ous that in any plan of reorgani-| 


zation these particular liens would 
not be disturbed. This informa- 
tion would never have been ob- 
tained by reading about it in an 
investraent advisory service. It 
could only be obtained by being 
on the spot and knowing the en- 
‘tire background of the company. 
It was rather easy with this 
knowledge to go out and do a 
wholesaling job of these two par- 
'ticular securities which at that 


interpreted to either prove your 
point or disapprove it. Another 
important point to remember is 
that if a security is high priced, 
it does not necessarily follow that 


it is high grade. Nor does the 
fact of low price imply that it 
is low grade. I know of a cer- 


tain security that in 1936 sold at 
$115 per share and that particu- 
lar security, in a period of a few 
years, sold down to less than $1.00 
a share and eventually was de- 
clared valueless in the plan of re- 
organization. It is also important 
to stay away from certain types 
of situations which are too hard 
to judge because of the limits of 
your own background, namely, a 
security which is dependent for 
its value on a purely legalistic in- 
terpretation of law. While in your 


own mind you might feel certain | 


that equitable treatment warrants 
a higher price than the current 


one for it, the courts might inter- | 


pret the law entirely different and 
in effect cause a substantial de- 
terioration in the price. Another 
type of situation to stay away 
from, in my opinion, is the at- 
tempt to justify a higher price 
level for an operating subsidiary 
of a company. This is extremely 
herd to do as the parent concern, 
could easily show substantial 
claims against this subsidiary and 
again the courts will not allow 
sentiment to interfere with their 
interpretation of the law and the 
risk involved by you in present- 
ing it to your clients is not worth 
the candle. 
Highlighting a Specific Situation 
When you have completed this 
general discussion, it is advisable 
in my opinion to recap it for them 


by highlighting the various fac- 
tors you discussed in somewhat 
the following manner. Has the 


industry seen its worst days? Is 
the overall management capable? 
Has it enough cash on hand for 
necessary improvements? Have its 
effcrts to get business been ag- 
gressive?—and any other impor- 
tant points which you have men- 
tioned in your general discussion. 

The important point which I 
would like to bring out, before 
going into the specific situation 


to show you how I think it should | 


be presented, is that you should 
have a memorandum prepared on 
this specific situation to hand out 
to the audience after you have 
completed your discussion. I don’t 
believe it should be done before 
because half of the people in the 
room will say that they have all 
the information in this memoran- 
dum and they will not listen as 
attentively as they should. If you 
get them to listen first and then 
read about it afterwards, it will 
give them a better picture of the 
situation which will be helpful to 
them in presenting it to their 
clients. 

My firm several years ago first 
took a look at the Wisconsin Cen- 
tral Railroad as part of the gen- 


/eral routine in keeping up with 


time were selling around the 20) 


level. and 
|have them emerge from reorgani- 
zation undisturbed and finally be 


it was gratifying to) 


| 


paid off with all back interest, 
plus 105% of their principal 
‘amount. If you are fortunate to) 


run across such a situation from | 


time to time, you are going to 
make friends among your clients. 


| All situations which could be 


wholesaled are not necessarily in| 


the reorganized rail field. Some 
solvent carriers are low-priced 
and worthy of consideration be- 
cause of special circumstances. 
The best way to obtain first-hand 


‘the company. I have always found |had a traffic agreement with the | 
‘that if I had intelligent questions | Minneapolis, tO 
lotted time that has been granted | to ask I would receive intelligent | Ste. Marie Railroad. In 1938 when/| new securities, tell 
you for your discussion, and then information which could then be the latter road went into bank- $1,000 of debt will receive andj|to continue its bond buying pro- 





all rail situations. It seemed to 
us to have very interesting possi- 
bilities. 
factor, t 


ruptcy, the Wisconsin Central al- 
ready being in bankruptcy was 
able to obtain a new traffic agree- 
ment which was more beneficial 
to it than the previous one had 
been. From 1939 on the Wisconsin 
Central was able to show a fair 
amount of earnings based on its 
old capitalization and naturally 
these earnings built up cash so 


that a time came when interest 
arrears could be retired on the 
senior debt. 

We at that time advised our 


clients of the possibilities in these 
senior mortgage bonds, namely, 
the Wisconsin Central general 
mortgage 4s of 1949, and were able 
to place substantial amounts of 
them with various firms through- 
out the country. Our assumption 
was proved correct and in the 
early part of 1948 the last pay- 
ment of 18 points in back interest 
was made which put the bonds on 
a current basis. With this arrear- 
age out of the way, we became 
convinced that liens junior to the 
general 4s of 1949 would increase 
in value and we at that time asked 
our people to make commitments 
in these securities. This was done 
by talks and the issuance of vari- 
ous circulars. 

Again, we proved to be correct 
because the cash still continued to 
pile up and the trustee finally re- 
quested the court for permission 
to ask for tenders on the senior 
bonds. A little more than five 
million bonds of a total issue of 
20 million were tendered to the 
trustee. This removed $5 million 
of debt ahead of the junior issues 
thereby creating an _ additional 
value for them. The road has con- 
tinued to make money and, as it 
continues to do so, should be in a 
position shortly to request another 
tender operation which should 
further enhance the value of these 
securities. 

I have discussed this situation 
with you in a very general way 


but I think that you can get the! 


point of how to present it from 
what has been said. Naturally, 
you would have to do it in greater 
detail, give greater background 
and offer more facts and figures. 
That is something that you your- 
self will have to work out. 

In discussing this specific situa- 
tion I would give first of all the 
total capitalization in dollars of 
each and every issue. I would 
then give the progress that has 
been made in the reorganization 
to date. I would also discuss the 
cash position and what the cash 
requirements of the company 
might be from here out. It would 
then follow that excess cash could 


| be used as it was in this particular 


case for tender operations or the 
reduction of interest arrears. Also 
give various factors about the com- 
pany as far as its operating ratio 


|and its transportation ratio is con- 


} 


cerned in relation to competition | 


with railroads in its particular 


territory. If these ratios are lower | 


than the general average, tell why. 
If they are higher also explain 
them and attempt to explain how 
they can be reduced. Naturally, 
the latter can only be done if you 
|have discussed the matter with 
| the operating officials of the com- 


However, an important | pany and if they have shown you 
he timing on the situation, | their immediate problem and how 


was way off. For the time being | they anticipate overcoming it. In 
we did nothing about it but kept this particular case it would be 


in touch with it and kept our-/ necessary to inform your audience 


selves posted on all the pertinent) of the large holding by the Ca- 


information which we could use} nadian 


Pacific of $8,600,000 of 


when it finally came to the point| the Refunding Mortgage 5% bonds 
where the timing was right. When | and show what bearing a substan- 


in our opinion this point was 
reached, we were able to discuss 
it with clients intelligently. 

The Wisconsin Central happens 
to be a very important cog in the 


Canadian Pacific Railway System. | are 


tial holding of this type will have 
on the general situation. There 
are innumerable items that you 
can present in an intelligent man- 
| ner to your audience and there 

various interesting ways of 





| 
| 





It is considered by many to be the| doing it so that you keep their at- 
information on companies of this|only important entrance that the | tention. 

| type is, one, review the historical Canadian Pacific has into the City 
| past and two, go out and discuss| of Chicago. We were able to as- 
‘the situation with the officials of | certain in our study that the road 


Projecting Values of New 
Securities 


Finally, I think it is advisable 


St. Paul & Sault | to attempt to project prices on the 





show the amount of capital ap- 
preciation that you, in your in- 
formed judgment, believe is avail- 
able tor the holder of such a se- 
curity. To demonstrate earning 
power, show as you can in this 
particular picture that the pre- 
ferred stock which, in the origi- 
nal plan of reorganization ap- 
proved by the Interstate Com- 
merce Commission was declared 
valueless, had earnings in the year 
1948 of approximately $15.00 a 
share. A reference to the substan- 
tial earning power of the pre- 
ferred will cause your audience to 
speculate on the ultimate value of 
all the securities and also will 
make them realize that your pro- 
jection of earnings and of prices 
are not out of line. 

At this time, I would like to 
discuss another situation with you 
which is in your own backyard, 
namely, the New York, New Ha- 
ven & Hartford RR. I realize that 
it is far easier to sell New Haven 
securities in St. Louis and also 
easier to sell Missouri Pacific se- 
curities in Boston, than it is to 
sell a local situation to a local 
group especially in the railroad 
field. Many people will allow 
their prejudices to interfere with 


their hardboiled judgment of a 
situation and these _ prejudices, 
which can be minor in nature, 


often times keep them from pur- 
chasing a situation in which a sub- 
stantial profit can be made. How- 
ever, Iam going to chance it with 
you gentlemen and discuss it with 
you, just to show you how a local 
picture can have merit and should 
be given consideration. 

The effective date of the New 
Haven plan of reorganization was 
July 1. i947. The plan was actu- 
ally consummated around Sept. 1 
1947 at which time the new se- 
curities were delivered to the 
holders of the old. The reduction 
in capitalization from the old set- 


> 


up to the end of 1948 showed a 
decrease of $123,000,000 or 25%. 
From the date of reorganization 
until the end of 1948, the first 
mortgage bonds were’ reduced 
12.8% by open market purchases. 
The income bonds were reduced 
by 17.3%. All this was accom- 
plished in less than 16 months. 


Working capital still exceeds op- 


erating requirements by a sub- 
stantial margin. As of Dec. 31, 


1948, it amounted to $15,500,000. 
Subsidiaries also have cash bal- 
ances which leads to the belief 
that further debt reduction can be 
anticipated in the immediate fu- 
ture. 

The New Haven improvement 
program dates from the days after 
the road had gone into bank- 
ruptcy in 1935. Since that time, 
new equipment had been added to 
such “an extent that the road is 
now a leader among major sys- 
tems as far as modernization of 
freight cars is concerned, with 
most of their cars in the less than 
10-year age group. The road’s 
passenger equipment is also in ex- 
cellent condition. Great advance- 
ments have been made in the 
dieselization program. As of De- 
cember, 1948, 48% of New Haven’s 
switching mileage was done with 
diesels as against 38% of all Class 
I Railroads. 95% of its freight 
gross ton miles was done by die- 
sels as against 23% for all Class I 
roads. 92% of its passenger car 
miles was hauled by diesels as 
against 46% for all Class I roads. 
Completion of this dieselization 
program in the very near future 
should enable the road to abandon 
its steam engine repair shop fa- 
cilities which would continue the 
downward trend in operating ex- 
penses. 

One of the greatest assets of a 
corporation is the ability of its 
management. I have already men- 
tioned the successful debt reduc- 
tion program which has resulted 
in interest savings of more than 
$1,200,000 per annum. The finan- 
cial astuteness of the present man- 
agement warrants the opinion that 


what each) it will do everything in its power 
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as long as the system’s bonas 


re selling at large discounts. 
Anotner important aspect ol 
management’s capability 1s its 


ability to attract new industries 
into New Haven’s service area and 


thus build up the road’s traffic 
volume. According to a recent 
stateinent of ihe President of the 


road, “160 industries located new 
plants and warehouses or ex- 
panded their existing facilities in 
New Haven RR. territory during 


1948. thereby creating 4,000 new 
jobs.” 
The New Haven has an addi- 


tional virtue which is rarely found 
in the industry, namely, owner- 
ship management. The stockhold- 
both common and preferred, 
are directly represented on the 
board of directors. This situation 
naturally means a closer watch 
over expenditures and a greater 
insistcnece that the company be 
operated as a business and not as 
a tradition. 


ers, 


The managerial ability can also 
be measured by another yardstick. 


namely, the percentage of gross 
brougnt down to net. The new 
management, aided by rate in-| 
creases, had been able to show 


improvements in operating 
resulis. Whereas the new income 
amounted only to 0.56% of oper- 
ating revenues in 1947, it rose to 
3.0% in 1948 and promises to in- 
crease to about 4.3% in 1949. Sav- 
ings in operations due to the elim- 
ination of unnecessary employees, 
: 


great 


higher productivity of labor, more 
efficient tractive power, and other 
operating economies and the de- 
in fixed and contingent 
charges are the causes of this im- 
proved showing. The earnings out- 
Jook for this road for 1949 prom- 
ises to be better than in 1948 since 
last year’s bad weather in the first 


creases 


quarter period, which cost the 
road over $3,000,000, was not re- 
peated this year. In 1949, for the 
first two months, the road was 
able to show black figures as 
against better than a $2,500,000 
Joss in 1948. In addition the Old 
Colony. a perennial money loser, 
has already pveen drastically cur- 
tailed. 114 daily trains were dis- 
continued, leaving only 87 daily 
trains in operation. This resulted 
In additional operating savings. 


We have estimated the earnings 
of this property for the year 1949 


considering ali the factors which 
we mention above and assume a 


freight traftic decline of 7.4% a 1d 
a passenger traffic decline of 10% 
from 1948 levels. Based on these 
assumptions, we estimate fixed 
charges will be earned around 2.84 
times. ‘Total charges, both fixed 
and contingent, should be earned 
1.74 Earnings of $17.90 on 
the preferred with earnings 
$4.70 on the common are a distinct 


times. 


of 


possibility. 
The vro forma 10-year earnings 
record 1939 through 1948. based 


on its present capitalization shows 


earnines avallable for fixed 
charges of 3.15 times. Total earn- 
Angs after all charee of 1.92 times| 


and ior the preferred share earn- 
ings of $22.40 witn $6.35 on an 
averege left for the common stock. 


I presented this to you gentle- 


ryl} 


king people 


WhNyV you afrt lo DUS 
ihe securities should be presented. 
A snort discussion of tne _ past 


earnings record snould also be 1n- 
par- 
a 
recapituiation of your ideas should 


in this 
cone lusion 


have 
At the 


cluded 
ticular 


as Wwe 
case. 


b> 


be viven such as the following. 


In recapitulation, it can be 
stated: 

(1) Substantial savings in op- 
erational costs should result from 


cdieselization, road improvement 
and modern freight and passenger 
equipment. 

(2) Further savings can be ex- 
pected due to the elimination oO! 
Qid Colony Line “off hour” train 
service. 

(3) Continuation of debt reduc- 


tior. program should improve the 


position of bonds that remain out- 


standing. 


Based on tne above, it is 


ven Income boncs 
tock—whicheve: 
you are selling 
income and 
appreciation, 


O} 
particular issue 


for possible 


Answering Questions 


We 


our 
considered opinion that New Ha- 
preferred 


can be purchased 
capital 


\ now come to the last phase 
of cur presentation. This is where 


throw the entire 


you 


discussion 


ope for questions. 1 have f« 
thi it is in this particular part 
thet you make more friends and 


eet closer to your audience than 


at eny other time during the talk 
for the simple reason that if these 
questions cover, aS an example, 


the Southern P% 


| 


icific, Western Pa- 
cifie. Reck Island & Seaboard and 
vou have an intelligent answer to 
the questions asked, you will im- 
press your audience more tha 

vou will in the general discussion 
or (he specific situation which you 
have presented to them. 

In summary, I hope that I have 
been able to tell you something 
about tl method to be used In 
doing a job of wholesaling. | 
think you can put it in very 
words, know your subject, get 
your own information, don’t de- 
pend on anyone else. Don’t second 
2uess, away from legal 
subsidiary situations and present 
the picture to your audience force- 
lully ana intelligently and 
to your audience that you know 
the industry you are discussing. 
I think if you do that you will 
capture their respect and you may 
eet some of them to go out and 
ao a job for you and it will be 
beneficial to your firm and to your 
clients. 


1e 


{oy 
LOW 


get ana 


prove 


Profits of fManufacturing Corporations in (948 


SEC estimates total at $11.5 billion or 14% above 1947. Stock- 
holders’ equity return only slightly changed. 


The net 


income after taxes for all U. S. 


manufacturing corpora- 


tions was estimated at $11.5 billion for the year 1948, according to 
ihe combined quarterly estimates made public joinily on May 22 in 
the regular fourth quarter report of the Securities and Exchange 
Commission and the  Federal* 
Trade Commission. This repre-| manufacturers of paper and allied 
sented a 14% increase over the products were 15% below those 
$10.1 billion of profits after taxes for 1947. 
for 1947. The total for 1948 was For the year 1948 sales of all 
about equally distributed over the manufacturing corporations ag- 
four quarters. gregated $165.6 billion, about 10% 
As shown by the report, the | above total sales for the preced- 
rate of return on_ stockholders’ | ing year, while costs and expenses 


equity for all sizes of corporations 


during 1948 was slightly higher 
than in the previous year, 16.0% 
compared to 15.6‘ The increase. 
however, was experienced only 
by the largest size class of cor- 
porations, those with assets of 
over $100 million. Their rate in- 
creased by a substantial amount, 
from 13.3% in 1947 to 16.8% in 


1948. In contrast to this trend, all 
other size classes showed declines 
in profit The smallest 
class, corporations with le 
$250 thousand in 
the largest drop, 
9.0%. 

While profits after taxes In 
1948 were 14% higher than profits 
in 1947, there was a considerable 
variation in trends for the differ- 
ent industrial groups. In general. 
the producers’ goods industries 
showed the increases in profits 
while the consumers’ goods ii- 
dustries showed the declines. An 
exception was the tobacco indus- 


size 
than 
showed 
14.4% 


7+ 

rates. 
SS 
assets, 


from to 


try, in which profits after taxes 
increased nearly 50% in 1948 
compared with the preceding 


year. Corporations manufacturing 
transportation equipment other 


| than motor vehicles showed the 
most substantial] improvement, 
from less than $10 million of 


men ina rather concise way which 
naturally you would expand upon 


if you were presenting it to a 
group. It has been done in this| 


manner to show the various fac- 
tors which should be presented. 
First of all a short historical back- 
grourd. Secondly, a study of the 
debt reduction which has been ac- 
complished from the old corpora- 
tion to the new with figures from 
the latest available date also 
shown. Then a discussion of the 
physical property showing the im- 
provements that have been made 
jn the equipment and in the plant. 


Then a discussion of manage- 
ment. Show what has been ac- 


complished in this particular case 
by the old management and the 
new management and also by the 
combined efforts of both manage- 
ments. After that a discussion of 
the earnings outlook for the fu- 
ture which, in effect, is the reason 





profits after taxes in 1947 to $165 
million last year. To a large ex- 


tent this is attributable to in- 
creased activity in 1948 by air- 
craft companies, which in 1947 


showed a loss. Other groups with 
increases in profits in 1948 
the petroleum companies, almost 
60% higher than in 1947, and 
motor vehicle companies, 40% 


panies showed an increase of 35% 


while non-ferrous metal indus- 
tries increased their profits by 
about 25% in 1948. 

In 1948 profits after taxes for 
the apparel group showed the 
largest decline of any industry 
and were about 30% below those 


for the previous year. Other large 


declines were in the food group 
and the leather products group, 


each showing a drop in profits of 
about 25% while the profits of 


| ties, 


were | 


were estimated at $147.3 billion. 
approximately the same _per- 
centage increase. Provision foi 


Federal income taxes amounted 
to $6.9 billion. About $4.3 billion 
was paid out in dividends during 
the year, an increase of 17% ove 
1947. 

There was steady increase in 
the sales of manufacturing cor- 
porations during 1948 from $40.0 
billion in the first-quarter to $42.8 
billion in the fourth. Similarly 
costs and expenses rose from $35.4 
billion to $38.1 billion while in- 
come taxes amounted to about 
$1.7 billion per quarter. As a ré¢ 
sult, profits after taxe were 
about the same in each of the 
four-quarters of 1948, $2.9 billion 

Total assets of all manutactur- 
ing corporations were estimated at 


a 
« 


S 


$108.5 billion at the end of 1948. 
while stockholders’ equity 
amounted to $74.4 billion, an in- 
crease in equity of $7.3 billion 
during the year. Book value of in 
ventories totalled $29.7 billion, a 
rise of $3.2 billion over the pre- 


vious year-end. During 1948 there 
was a record $6.6 billion increase 
in net property. plant and equip- 


ment to a total of $38.9 billion 
at the year-end. 
The ratio of cash and govern- 


ment securities to current liabili- 
which is one rough measure 


of corporate liquidity, amounted 
to 78% at the end of 1948 com- 
pared to 83% at the end of the 


preceding vear. The ratio at the 


end of 1948 varied from 61% for 
companies with less than $250 
thousand in assets to 84% for 


: | companies with $100 million and 
higher. The iron and steel com- 


over in assets. 











Heads Placement Comm. 





of Investment Ass’n of N.Y. 

Howard Brundage, Morgan Stan- 
ley & Co., who resigned as head 
the Placement Information 
Committee the Invesment As- 
of New York, been 
by George 
Co. 


Oi 
of 
sociation 

succeeded 
Kidder, Peabody & 


has 


Washburn, 








A Year of Critical Fumbling 


(Continued from 


my guess that the detached com- 
mentator of the future will won- 
der why it took us so long to rec- 
ognize our predicament. He will 
say, “Why did it take those fel- 
lows so long to see that govern- 


ment can't spend money unless it 
can raise it by taxation and that 
taxation increases the need for 
spending more If the historian 


is not too kindly he may savy “It is 
too bad that the politicians of 1949 
didn’t realize that the only action 
more reprehensible than making 
fantastic promises trving to 
carry them out at the risk of the 
country’s solvency.” 

It is my own belief that this fu- 
ture historian, whom I have con- 
jured up to give a detached 
view, will not record that 1949 
was the vear in which we stepped 


1S 


us 


irrevocably into state socialism, | 
must admit that this belief rests 
mainly on my faith in the good 


sense of Our people and the ulti- 
mate patriotism of our represen- 
tatives. It is impossible for me to 
believe that present confusion 
convincing our people that gov- 
ernment planning is likely to pro- 
duce stability or security as prom- 
ised. 

But it not sufficient for me 
or for anyone of you to sit by and 
rely on mere faith that we will ul- 
timately muddle through. 

There is something each of us 
can do. We have access to all the 
information we need. We have all 
been trained in school and in work 
to think and to speak or write 
down our thoughts. We know that 
in a democracy the final power 
to bring order out of conflict rests 
in our representatives in Congress 
and that they are intelligent, hard- 
working men like ourselves. They 
are responsive to personal letters 
and my guess is that they are not 
too impressed with form 
They must be allergic to them by 
now, 

Wen 
express 
tives. 
conflict 
sible citizens. 
if you are 


is 


1S 


rust form our opinions and 
them to our representa- 
We must plunge the 
of opinions like respon- 
Do not be dismayed 
called 19th Century 
economists. economic royalists or 
reactionaries. Coin some titles of 
vour own. What names you are 
called cr what names you call are 
not arguments; but they area part 
of the lusty conflict in a vigorous 
democracy and they always have 
been. Expect to be disappointed 
and offended, but above all things 


nto 


stay in and battle for what you 
believe. 
As a matter of fact, I think 


vou may be surprised at the lim- 
ited popular sunport which really 
exists for some o: the costly pana- 
ceas now threatening our sol- 
vency. Take the farm program 
for instance. I unaerstand that the 
powerful American Farm Bureau 
and the National Grange are op- 
and only the National 
Farmer’s Union has expressed 
support. 
The Housing Bill 

One of the most immediate pro- 
posels to tangle with perhaps 
the housing bill. It has been 
passed by the Senate and will be 
brought to the floor of the House 
in the next few davs. An ardent 
supporter of this bill wrote an 
open letter in the press the othe) 
day stating that “During this en- 
tire session the House of Repre- 
sentatives has received practically 


posea 


iis 


is 


no ietters from those who favor 
oublie housing—-but there has 
been a deluge of telegrams and 
letters from opposition forces.” 


I think she failed to recognize 
the implication. 

Here a bill which, if it be- 
comes law as it well may, will not 
only add billions of dollars to our 
spenaing and our taxes and vastly 
increase the power of an already 
pewerful housing bureaucracy, 
but will probably not accomplish 


is 


its vaunted purposes oi slum 
clearance. Here is a bill which is 
being pressed by interested pres- 


letters. 


page 9) 

sure groups and not by widespread 
popular demands. Even one of it» 
proponents, Senator Sparkman, is 
hard put to it to explain why it 
is not a Socialistic measure. Ina 
recent speech he beat an ora- 
torical path around the issue with 
the statement “I conceive of this 
not as Socialism but as American 

ism.” 


as 


Your generosity is troubied 
mine is and you want to do some- 
thing as I do about poverty and 


slums: but before you get saddled 


with this costly and probably in- 
eilective legislation read what 
Cengressman Gwinn of New York 


haa to say about it in his speech 
ot June 4, 1948. He opens with the 
statement, “I propose to show that 


such public housing schemes ar 
fraudulent in their promises te 
the poor and ruinous to our fre 


economy that alone can build the 
houses and cure society of its 
slums.” He ‘then proceeds to meas- 
ure up to his proposal in pages 
closely packed with facts and fig- 
ures cn the subject. 


There are still a few davs left 
to study and make up your own 
minds on the housing bill for 
which vou and vour children wilt 


pay if it becomes law. If you like 
it tell your representative to sup- 
port it. If you don’t, then tell him 
so. But by all means don't keep 
silent—don’'t lose your integrity 
by default. 

I have cited the farm 
and the housing proposals. Obvi- 
ously these are two of many in 
the great conilict on which you 
owe it to yourselves and to your 
ccuntry to have an informed opin- 
ion and express it. 


program 


In every pnase of our country’s 
life, in matters of the farms, the 
villages and the cities, in matters 
of medicine, in conditions of em- 
ployment, in private and publie 
care for the aged and the handi- 
capped, in material things, in in- 
tellectual facilities, in religious 
freedom, and in the greater dis- 
tribuiion of our wealth and our 
opportunities to enjoy it, we have 
pregressed within the restraints of 
Our rising productivity ior a hun- 
died years and more. We have 
progressed slowly but we have 
progressed michtilv. Anvone who 
doubts this hss no knowledge o€ 
our history. 

Anyone who does know our his- 
tery knows that a diagram of that 
progress would not show a uni- 
form upward line, but a series of 
1ising steps. We have often needed 
to wait as our productivity caught 
up. but we have always gone on 
because we did not sacrifice our 
saivency or our freedom to our 
desire to hasten the process. 


Today we are trying to cure ali 
at once every remaining misfor- 
tune and, if we persist we will 


succeed only in spending and tax- 
ing away all that we have gained 
We will lose the high standards of 


life, the power to continue up- 
ward and the freedom to be in 
dividuals which we have inher- 


ited irom Our past. 
tS el - 


Investment Women of 
Philadelphia Elect 


PHILADELPHIA, PA.—The In- 
vestment Women’s Club of Phila- 
delphia has elected Ann WM 
Barnes, of Jenks, Kirkland & Co 
President: Henrietta B. Kemmer 


er, of Reynolds & Co., Vice- 
President: Thelma Ziegler, of 


Blyth & Co., Treasurer; Sara Gra 
bill, of Stroud & Co., Inc., Secre-~ 
tary. 

Elected to the Executive Boar«t 
were Betty C. Squires of New- 
burger & Co., Jane R. Loeffler of 
Janney & Co., Leonor H. Silver 
of Wellington Fund, Mary Cran 
ston of Pennsylvania Co. for 


Banking & Trusts has accepted the 
chairmanship for Education Com- 
mittee. 
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Western European Recovery—Not So Fast! 


which will allow time for the, because it is impossible to foresee American private capital in the 


(Continued from first page) 
tion and distribution of all sorts of 
goods, both for domestic consump- 
tion and for export. The increase 
in trade, both intra-European and 


necessary readustments. 


Monetary Stabilization 
The same sort of comment is in 


between Western Europe and the|9rder in connection with the 
rest of the world outside of the| Problems of monetary stabiliza-| 
tion. Those of us who are closely | 


Iron Curtain, is most encouraging. | 
These changes in the economic 
situation have brought about an 
improvement in the morale of the 
peoples of Western Europe which 
is very striking. 


in touch with the situation often 
|hbear the question asked ‘‘When 
will this or that nation stabilize 
and free its economy”” as if both 
|'results flowed from a single, in- 


Se in trees thd thin vanid. recev~- stantaneous act and could there- 
Ps Pr : ey rn : i pti . sien: tee fore be accomplished simultane- 
ery has been to a Jarge degree tle! ously. The fact is, as we have 


result of the operation of the Mar- 
shall Plan. The expenditures un- 
der the Marshall Plan have, up to 
the present time, necessarily dealt 
with emergency conditions, but 
from now on it seems clear that 
these expenditures will result more | 
and more in the reconstruction 
and modernization of plants, the 
improvement of transportation fa- 
cilities, the greater production of 
power, and the making of such 
other capital investments as will | 
increase the production and dis- 
tribution of goods and foodstuffs | 
in Western Europe. These invest- 


come to realize during the postwar 
period, that the task of bringing 
about conditions in which cur- 
rency controls and other controls 
can be gradually relaxed and ulti- 
mately removed, requires in most 
cases one or two years, and where 
special difficulties are encoun- 
tered it may require an even 
longer period. 

Of course, I recognize that in 
the case of sterling, which is not 
only a national currency but one 
upon which large areas of the 
world are dependent as a medium 


t + he He agp tet Ragga | of exchange in international com- 
ments, whicn are the result OF Ue! merce, the time required for this 


operation of the Marshall Plan,/ }y5¢ ay be considerably 
should be of such character What | fee, ee. ee 
they will not only contribute to | It would seem 
the economic reconstruction of) 2; the time when the Marshall 
each country but will foster the! pian will come to an end the| 
— csegeagent Aes ead of West-| countries of Western Europe and 
ern Surope as a whole, their overseas territories and de- 
pendencies as a whole will still | 
In some -quarters it is thought | be faced with the problem of a 


ik ie denies meh ol. tee very substantial annual dollar 
Marshall Plan is a yd ; about | deficit in the exchanges if the 
= & | standards of living of the coun- 


European economic unity within tries of Western Europe are to be 


the operation of the Marshall Plan}... F i nae - 
itself, that is to say, by the end of | maintained at their present levels. | 


the year 1953, so that by that date | a can be met in three 


multilateral trade and freely) 
inter-convertible currencies shail|_, (1) Increased exports to the 
have been established among the | United States from the countries 
nations which are members of the |Of Western Europe and their over- 
organization for European Eco-|‘€@s territories. 

nomic Cooperation. I entirely; (2) Increased travel from the 
agree that every effort should be| United States to these countries 
made by the countries of Western | and territories. 

Europe participating in OEEC to! (3) Inereased United States in- 
approach these results as rapidly! vestments in, or loans to, these 
as possible, and that unless real} countries or their territories. 
progress has been made towards Increased exports to the United 


therefore, that! 


No Complete Economic Unity Yet | 


| prepared 


| States. 


Therefore, it may well be that in 
order to bring about an imme- 
diate flow of the investment ol 


countries of Western Europe and 
be available from the United their territories and dependen- 
States Government or U. S. cies, the United States Govern- 
Governmental agencies when the ment must give some sort of guar- 
Marshall Plan comes to an end.|antee to private investors which 
I am not unmindful of the fact Will cover fluctuations in the ex- 
that the World Bank may play a changes until such stability shall 
very important part in supplying actuallv have been achieved. 

American dollar loans in the post- I think that in view of the com- 
Marshall Plan period, although it; ments which I have noted in some 
must be remembered that the) of your press during the last few 
World Bank itself is dependent) days, I should disassociate myself 
for its dollar resources upon the} from .those Americans, if there 
investment market in the United’ be any of them, who may be ad- 


what further grants or loans may 


States. vocating the devaluation of sterl- 
oe ie. <a zi | ing vis-a-vis the American dollar. 
U.S. ¢ — Available for It is entirely clear to me that the 

_ Investment ‘the solution of the problems of 

The private capital in the when your internal economy has 


United States available for invest- 
ment abroad in the hands of 
three groups. 

(1) Business enterprises, both 
Jarge and small, which may desire | lar must and should 
to expand their activities in West-| the determination of 
ern EurGpean countries or in their, government. 
territories or dependencies. (4) The attitude of mind which 

(2) Commercial banks which’ exists between the people of the 
are already engaged in financing!) country where such investment is 
short-term self-liquidating trans-| to be made and the people of the 
actions in the movement of im-| United States must be of such 
ports and exports between the character that on the one hand 
United States and Western Europe, the government of the country in 
and which might be prepared to| which the investment is to be 
make short and perhaps éven in-| made is ready to welcome such 
termediate term loans to increase' an investment and to take such 
European or colonial production | action as may be necessary to 
of goods for export to the United} foster it. On the other hand, the 
investors in the United States 

(3) Individual investors who) ™ust be willing to risk their cap- 
may be willing to purchase the: ital by placing it within the con- 


reached a balance and of the rates 
of exchange which Over a period 
of time can be maintained in prac- 
tice between sterling and the dol- 
be left to 
your own 


is 


‘securities of foreign enterprises trol of the nation in question 
‘issued under the auspices of in- because they have confidence that 


they will be protected against 
such things as expropriation with- 
out adequate and immediate com- 
pensation, discrimination in treat- 
ment compared with that accorded 


vestment bankers in the United 
States. 

This latter group is at the mo- 
ment definitely skeptical of for- 
eign investments and it will no. “aie . 
doubt take a very considerable tO domestic investors, and against 
period of time before it will be Yestrictive measures which may 
to make new invest-| Prevent the transfer into dollars 
ments abroad. of the interest or dividends or 

In order that any one of these amortization of the amount orig- 


groups may be persuaded to make inally invested, or the repatriation 


‘investments or loans in Western Of the investment. 


this end by the termination of the} States will obviously depend upon | 


Marshall Plan, the Plan itself will| the goods produced by Western 
be regarded as a failure. But I| European countries being of such 
must confess that I do not believe | character that the American mar- 
that complete economic unity can| ket will absorb them, and upon 
be obtained among the nations of} the fact that the prices at which 
Western Europe in so short a pe- | such goods are offered for sale in 
riod of time. | the United States are competitive, 

There is no doubt that certain; taking into account the existing 
trade barriers can and should be| rates of exchange, with 
removed at once, but we must|g00ds produced within the United 
remember that in the case of | States. Already we are beginning 
others, such as tariffs and quotas, to see the difficulties with which 
it is dangerous to proceed too rap-| Western European exporters will 
idly. It is inevitable, for example,| be faced in competing with do- 
that when substantial changes are| mestic producers in the United 
made in tariff schedules, produc- | States in a buyer’s market. These 
tion will be increased in some| difficulties will be intensified as 
places and reduced in others. As| Prices in the United States come 
a result, labor will have to move| down. The need for continuous 
from points where unemployment | study by the producers of Western 
must! Europe of the tastes and needs of 


arises, or industry itself 

move to points where labor is| American consumers will become 

available. Dislocations such as|™more and more pressing as time 

this create an expensive and— | £0es on. 

expressed in terms of human, it 1S equally obvious that In- 

selations—an extremely trying! cl eased travel from | the _United 
: : . | States in the countries of West- 


situation. The rate at which eco- 
nomies can be adapted to new 
circumstances is limited. and time 
must be allowed to carry out 
projects such as this if real hard- 
ship and unnecessary loss are to 
be avoided. On the other hand, 
no better opportunity will ever be 
found than that which is _ pre- 
sented by the period of expanding 
investments under the Marshall 
Plan for the accomplishment of 
the desired results. It is my hope 
that in proceeding towards a more 
fully-integrated European econ- 
omy the nations will act with 
promptress and _ determination, 


ern Europe is dependent on the 
transportation facilities and hotel 
accommodations that may be 
available from time to time. upon 
the maintenance of prosperity in 
the United States and upon the 
relative expense, again taking into 
account existing rates of ex- 
change, of traveling abroad as 
compared with the cost of living 
in the United States. Here again 
the need for continuous effort to 
encourage, popularize and facili- 
tate tourism throughout Western 
Europe is apparent. 

The question of increased 
United States investment in the 
countries of Western Europe and 
in their territories and dependen- 
cies deserves more careful analy- 
sis. In making this analysis I will 
deal only with private investors 


but with caution and in a manner 


similar | 


'and, in my opinion, the ratifica-| ner 


European countries or their over-; Assuming that all of these con- 
seas territories or dependencies, ditions have been achieved, the 
other than short-term self-liqui- question still remains as to what 
dating loans in connection with type of investment of United 
the movement of goods, I believe States dollar capital is desirable to 
that the following conditions provide the Western European 
must first have been achieved: countries with expanding econo- 

(1) The nations of Western Eu- mies and a rising standard of 
rope must have obtained military living. Obviously, each invest- 
security. This condition will not ment should be of such character 
have been met until the Atlantic as to create dollar exchange either 
Pact has been ratified by all of directly or indirectly, or to con- 
the nations that are parties to it. serve dollar exchange. Generally 
and until the program of rearma- speaking, the investment should 
ment of the peoples of Western) be made in partnership with »a- 
Europe has been adopted and put tionals of the recipient country, 
into effect. The achievement of although this is by no means 
military security is of course vital essential, and in practice the man- 
in which each individuai 
tion of the Atlantic Pact by all, investment is to be made and the 
parties to it will not alone be, degree of control to be exercised 
sufficient. The Pact must be im-| by local and United States capital 
plemented by adequate Western would in every case be the sub- 
European rearmament. | ject of individual negotiation. 

(2) The nation where such in- It is apparent from what I have 
vestment or loan is to be made already said that the problem of 
must first have reached a state of increasing American private In- 
political stability. That is to say, vestment in Western _ European 
the threat of Communism must! countries and their territories and 
have been eliminated. It is quite) dependencies after the Marshall 
apparent that the danger of the Plan has come to an end is one of 
spread of Communism in the great complexity. This does not 
countries of Western Europe out-| mean that it is insoluble. I am 
side the Iron Curtain has already | convinced that if we can enlist 
greatly diminished and that the the best brains on both sides of 
nations of Western Europe have the Atlantic in the immediate and 
even now achieved this type of} continuous study of this problem 
stability to a very considerable it can be solved. It seems abun- 
degree through their own efforts dantly clear that the countries of 
and with the assistance of the Western Europe as a whole will 
Marshall Plan. not have sufficient capital of their 

(3) The nation where such in- own by the year 1953 to provide 
vestment or loan is to be made| the constantly expanding econo- 
must first have reached a state of | mies and rising standards of liv- 
nomic stability. That is to say, ing to which their people aspire. 
its internal economy must be in I devoutly hope that at the time 
balance and the exchange rates of of the termination of the Marshall 
its currency vis-a-vis the Amer- Plan conditions will have been 
ican dollar must have a realistic created which will result in a 
relationship to price levels exist- very substantial amount of United 
ing in both countries. States investment funds being at- 

I have already indicated that I tracted to assist the Western Eu- 
do not think that this sort of sta- ropean peoples in reaching this 
bility can be quickly achieved. goal. 


NY Sec. Analysts 
Elect Galanis Pres. 


Joseph M. Galanis was elected 
President of the New York So- 
ciety of Security Analysts, Ine., 
at the annual meeting of members. 

Mr. Galanis 
graduated 
from Harvard, 
class of 1929, 
and holds a 
degree award- 
edad by the 
University of 
Pennsylvania. 
He was asso-: 
ciated with 
Standard & 
Foers. Cor p. 
as field ana- 
lyst for eleven 
years, and for 
the past seven 
years has been 
a member of 
the investment research depart- 
ment of Shields & Co., investment 
bankers. 

For the past two years Mr. 
Galanis has been a lecturer on 
security analysis at the New York 
Institute of Finance, and has acted 
as Chairman of the Program Com- 
mittee of the New York Society of 
Security Analysts, Inc. During the 
past year he has been Vice-Presi- 
dent of the Society and Chairman 
of the Program Committee of the 
National Federation of Financial 
Analysts Societies. 


Los Angeles Bond 
Club Outing Plans 


LOS ANGELES, CALIF.—The 
Annual Field Day of the Bond Club 
of Los Angeles has been set for 
Friday, June 10, according to the 
announcement of the organiza- 
tion’s President, J. Earle Jardine, 
Jr., Vice-President, William R. 
Staats Co. It will be an all day 
event and will be held at the Bel- 
Air Ccuntry Club, which was the 
locale of last year’s highly suc- 
cessful outing. 

General Chairman for Field Day 
will be Jo M. French, Blyth & 
Co. President Jardine announced. 
Other members of his committee 
include: Charles F. Sill. Francis I. 
duPont & Co.: L. Hartley Smith, 
Dean Witter & Co.: Francis Moul- 
ton, R. H. Moulton & Co.: John C. 
Hecht, Dempsey-Tegeler & Co.; 
Walter E. Lawrence, J. Barth & 
Co.: Stevens Manning, Paine Web- 
ber, Jackson & Curtis: Abe B. 
Fox, Stern. Frank & Meyer; 
Ralph FE. Phillips, Dean Witter & 
Co.; Charles E. Driver: and EI- 
wood J. Robinson, Elweod Robin- 
son Advertising Agency. 

Events planned for Field Day 
include a golf tournament, tennis 
matches, baseball and horseshoe, 
with a dinner and entertainment 
scheduled for the evening. 

A - 


Additional Nominatic 
For NYSE Gommittee 





Joseph M. Galanis 


The four additional nomina- 
tions for members of the Nomi- 
nating Committee, as called for 


under the amendment to the Con- 
stution approved April 22 which 
increased the Nominating Com- 
mittee from three members and 
two allied members to six mem- 


bers and three allied 
were announced by the outgoing 
Nominating Committee. Balloting 
on the special slate will be held 
cn Monday, June 20. 

Three Additional of 
the Exchange: For the term of one 
year—J. Truman Bidwell: Robert 
J. Hamershlag, Hamershlag, 
Borg & Co.: Philip W, Nash, Nash 
& Co. 

One Additional Allied Member 
of the Exchange: For the term of 
one year — R. W. Pressprich, Jr., 
R. W. Pressprich & Co. 


members, 


Members 
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NEWS ABoUT BANKS 
| AND BANKERS 


CONSOLIDATIONS 

NEW BRANCHES 

NEW OFFICERS, ETC. 

REVISED 
CAPITALIZATIONS 


* vof sthe Office of 
of the Currency. 


the Comptroller 


Directors of the Merchants & 
Newark Trust Company and of 
the National State Bank, both ot 
Newark, N. J., have approved 
marger of the two banks, subject 
to a vote oi stockholders June 15, 
| according to the New York “Sun” 





The New 
Robert Morris Associates, national 
association of bank credit men, on 
May 25 at its annual meeting 
elected John T. Degnan, Vice- 
President of the New York Trust 
Company. as President for 1949- 
50; together with a slate of officers 


to: fill eight. other posts. 
Mr. Degnan succeeds Gordon 
Woodward. ‘Assistant Vice-Presi- | 


dent of 
who was elected to a two-year 
term on the Board of Governors. 


Others elected last night are: First | 
Vice-President, Stephen Van 


Rensselaer. Assistant Vice-Presi- 
dent, First National Bank; Second 
Vice-President, Talbot Babcock, 
Assistant Vice-President, Bankers 
Trust Company: Treasurer, G. 
Kenneth Crowther, Assistant 
Credit Manager, Guaranty Trust 
Company, and Secretary, Curtis 
R. Bowman, Manager, Govern- 
ment bond department Federal 
Reserve Bank of New York. 

Those elected to a two-year 
term on the Board of Governors, 
in addition to Mr. Woodward, are: 
George T. Newell. Vice-President, 
Manufacturers Trust Company: 
Louis L. Seaman, Assistant Vice- 
President. Irving Trust Company, 
and H. Herbert Steinkamp, Second 
Vice-President, Chase National 
Bank. 


Eugene R. Black, who will suc- 
ceea John J. McCloy as President 
of the International Bank for Re- 
construction and Development, 
tendered his resignation as a 
Senior Vice-President of The 
Chase National Bank, New York, 
effective on or betore July 1. 


Harvey D. Gibson, President of 
Manufacturers Trust Company, 
New York, announces that Peter 
J. Cuddy and Theodore L. Murnos, 
both of the bank’s Branch Loan 
Administration, have been pro- 
moted trom Assistant Secretary to 
Assistant Vice-President. 

Mr. Cuddy began with Manu- 
facturers Trust Company in 1929 
and was appointed Assistant Sec- 
retary in 1941. He began with 
Manufacturers Trust Company as 

Credit Investigator in 1921. He 
Was made Assistant Secretary in 


1930 and has been in the Branch, 


Loan Adminisiration of the bank 
since 1932 


Richard L. Maloney, Jr., Pres- 
ident of The New York Savings 
Bank. New York announced the 
resignation of Mr. William W. 
Hall as Vice-President of the 
Bank after 30 vears of service. 
The Bank will continue to have 


the benefit of his valued experi- | 


ence and advice since Mr. Hall 
will continue as a member of the 
Board olf Trustees on which he 
has served for 39 years. 

At its last meeting, the Board 
of Trustees presented Mr. Hall 
with a watch, suitably engraved, 
in appreciation of his vears of un- 
selfish service. 

John J. Hayes, an Assistant 
Vice-President of 
Trust Company, New York, was 
reelected President of the Kings 
County Bankers Association for 
the ensuing year at the annual 
organization meeting of the as- 
sociation, held on May 17, at the 
Brooklyn Club, Brooklyn, N. Y. 

Other otficers reelected were: 
First Vice-President — Harold F. 
Klein, Vice-President, Brooklyn 
Trust Company; Second Vice- 
President—Russell C. Irish, Vice- 


President. Chase National Bank ot | 


the Citv of New York, and Sec- 
retary-Treasurer—Ralph W. Dey, 
Assistant Vice-President, National 
City Bank of New York. 


York Chapter of the, 


3ankers Trust Company, | 


Manufacturers | 


|of May 17, which also said the 
Members ot the Executive Com- |! surviving bank will continue un- 
mittee of the association. .cR@sen der the name and charter of the 


to serve for the ensuing year | National State Bank, which is 137 
were: Charles Oldenbuttel, Vice-| years*éld. | 
President, Peoples National Bank The Merchants & Newark, | 
of Brooklyn: Lewis W. Franeispwhich is 78 years old, will be} 
Vice-President, Corn Exchange paid for on the basis of $30 a} 
Bank Trust Company; John J.| share cash and 1/20 of a share of 
Smith, Assistant Vice-President, National: State Bank. Shares of | 
Cheinical Bank and Trust Com- | Netidnal State sell around $450 a| 
pany, and Messrs. 


Hayes ea: 
* We-P: Stillman will continue as 


Klein, ex x- offic io. 


| President of the enlarged Na- 

Friday, Mai 2 19495. ~marked | tional State Bank and J. S. Rip-, 
the first birthday of The New| pel, who has headed the Mer-| 
Home Buyers Exhibition of* “Phe | chants, will become a Director | 
Dime Savings Bank of Brootelyn,| and Chairman of the Executive | 
'N. ¥. Over 38.000 visitors have! Committee. Capital funds of the | 


enlarged bank will be about $9,- 
000,000 and resources more than 
$100,000, 000. 


seen its many coloriul displays of 
interest to home seekers, home 
builders and home owners during 
the past vear. 


The Sechounes Savings and Trust 
Company, on May 19 offered to 
purchase the interests of the 
stockholders of the Clifton Trust 
Company and of the First Na- 
tional Bank of Clifton, N. J., for 
$700 ver share of common stock, 
accoraing to a special dispatch 


Harry L. Miller was appointed 
an Assistant Vice - President of 
Brooklyn Trust Company, Brook- 
lyn, N. ¥. at a meeting of the 
Beard of Trustees of the Company 
held on May 19, 1949. Mr. Miller 
who recently was designated Re- 


gional Supervisor of branch of- from Paterson, N. J. to the New 
fices in Coney Island and adja- York “Times,” on May 20, which 
: . : : eval ois 
cent areas, will continue in that added: S 
capacity. The offer came only a tew 
; weeks after an announcement 


He was first employed by the 
old Mechanics Bank of Brooklyn 
(later merged with Brooklyn 
Trust Company) in 1915 as a pay- 
ing teller at its Bay Ridge Office: 


nade by the First National Bank 
and Trust Company, also of this 
city, that the trustees of the Clif- 
“ton: Trust Company had agreed to 
an offer of about $600 a share of 


Q2 . "mo ‘ ; « = 
In 1930 he A. as appointed | man- conten aime 
ager of the Prospect Office of The Paterson Savings and Trust 
3r00klyn Trust Company, which Company’s offer also was made to 
later became known as the Park- tp. stockholders of the Clifton 
side Office, and in 1942 was trans- qyict Company “since 90% of the 
ferred to Jamaica Office when common stock of the First Na- 


the Parkside Office was discon- 
tinued. From 1944 to 1948 he was 
manager of the DeKalb Office of 
the Company, and from Septem- 
ber, 1948, to May 2, 1949, was 
manager of the Company’s Fifth 
Avenue (Brooklyn) Office. 


tional Bank of Clifton is part of 
the trust company’s assets, thus, 
an acceptance would automati- 
cally include both banks. 

The First National Bank and 
ey eeust Company's olter is sched- 
zaMled to come before the stockhold- 

“St ers of the Clifton banks at a meet- 
In a move to improve thei¥, ing to be held on June 4. The 
service to the business community Paterson Savings and Trust Com- 
four Springfield banks on May is. pany’s offer was submitted to the 
commenced the consolidated ship?! Board of Directors of the Clifton 
ment of checks by air to thre€{‘Trust Company by former 
Federal Reserve Districts outsid@| Jersey State Senator Walier H. 
New England. Gardner of Passaic, N. J. 


Thiough the cooperation of thés=PRe.‘former proposal was re- 


four banks, checks payable fo ferred to in the April 28 issue 
their depositors and which are page 1842. 


drawn upon banks located in the 
aistricts served by the Federal 
Reserve Banks of New York, 
Cleveland and Chicago will be dis- 
patched on a southbound flight 


Norman T. Hayes, Vice-Presi- 
dent of The Philadelphia National 
Benk, Philadelphia, Pa., was 
elected President ot the Pennsyl- 


each business day. A special fire vania Bankers Association on 
esistant pouch will be provided May 20 at the annual convention 
by the Federal Reserve Bank oi held in Atlantic City, N. J. Mr. 
Eosten. Haves is a member of the Bank- 


The checks should reach their) ing Board of the Commonwealth 
destinations in time for collection of Pennsylvania and a iormer of- 
the tollowing morning, thereby ficer and Director of the Ameri- 
speeding up the availability of can Bankers Association 
proceeds to the Springfield the American Institute of 
benks. ing. 

Banks participating in the plan, 
all members of ihe Federal Re- The Bank of Virginia, Rich- 
scrve System, are the Third Na-,| mond, Va., announces that it will 
tional Bank and Trust Company, pay 1!»2% interest on savings de- 
which is consolidating agent, the | posits up to $10,000, effective June 


Bank- 


Springfield National Bank, the 1 in its offices in Richmond, Ro- 
Springfield Safe Deposit and Trust. ancke, Petersburg and Newport 
Cempany and the Union Trust News. On July 1, the policy will 
Company all of Springfield, Mass.' become effective also in its Nor- 


: ce folk and Portsmouth offices. 
The Board of Governors of the Previously, the interest-bear- 
Feaeral Reserve System in their ing deposit limit was $7,500. 

report for the week ended May 14 Of the bank’s 158,472 customer 


announced that The Thompson-, accounts, 40,236 are savings ac- 
ville Trust Company, Thompson- counts. not including 24,132 
ville, Conn., had been admitted to Christmas Club accounts. 
membership effectiv € > May 10. 5 : nt 

; E. Griffith Dodson, Jr., Roanoke 


The Clinton National Bank, 
Clinton, Conn., has increased its 
common capital stock from $75,000 
to $100,000 effective May 12 by ber of the General Board of Di- 
;a stock dividend according to: rectors for The Bank of Virginia, 
!May 16 issue of the “Bulletin” Richmond, Va. Thomas C. Boush- 


lawyer and member of the Vir- 
ginia House of Delegates from 
that city, has been elected a mem- 


the new bank are: 


sued a charter 


i tin’ of the Office of 


| President is Ben H. 


New | 


and of | 


all, President of the bank has an- 
nounced. Mr. Dodson also _ is 
Cheirman of the bank’s Advisory 
Board for the Roanoke office. 

We are 


pleased to announce 


that the Du Quoin National Bank | 


of Du Quoin, Itl., opened for busi- 
ness on May 17. The officers of 
A, J. Guerret- 


taz, President; Ray Provart, Vice- 


President; H. Lancaster, Vice- 
President and Victor H. Ritter, 
Cashier. 

The First National Bank of 
Easley, South Carolina was _ is- 


effective May ll, 


| according to the May 16 “Bulle- 


the Comp- 
troller of the Currency. The bank 
has a capital of $75,000 and the 
Martin and 
the Cashier is A. G. 

It is learned from the May 16 
issue of the “Bulletin” of the Of- 
fice of the Comptroller of the 
Currency that The First National 
Bank of Canadian, Texas, has in- 
crea sed its common capital stock | 





~ Home Mortgage Debt Passes $33 Billion 


| California 


Clarkson, Jr. | 





from $75,000 to $100,000 by sale of 
new stock. 


L. King, President of 

Bank, has announced 
that California Bank, Los Angeles, 
Calif. will acquire the business of 
the First National Bank at Glen- 
dale, Calif. under an arrangement 
which has been approved by the 
boards of directors of both insti- 
tutions. 

It is expected that actual trans- 
fer of the business will take place 
as of June 11, 1949, or as soon 
thereafter as the necessary legal 
formalities have been concluded. 

Both the head office of the First 
National Bank at Glendale located 
at 336 North Brand Boulevard and 
a branch office at 1265 South 
Brand Boulevard will be operated 
as branch offices of California 
Bank, with all officials and em- 
ployees continuing in their respec- 
tive positions, Mr. King said. 

Mark G. McMahon, President of 
the Glendale Bank, will continue 
in charge of the two branches as 
a Vice-President of California 
Bank, it was announced. 


Frank 


— 


According to Home Loan Bank Board, increase of 17% in 1948 
constitutes an all-time high record. 


Continuing 


its climb of recent years, 


the home mortgage debt 


of this country passed the $33 billion mark at the end of 1948, accord- 
ing to estimates published May 24 by the Home Loan Bank Board. 

This is nearly 17% more than at the close of 1947 and constitutes 
an all-time record high. The study#—— - - 


covers one-to-four-family 
farm dwellings. 


The 1948 figure of $33,355,000 - 
000 compares with $19,208,000,000 


in 1945, the last wartime year. 


Viewing the trend over a longer 
says that the| 


period, the report 


debt on last Dec. 31 was 70% 


above the pre-depression peak of 
$19,600,000,000 in 1930. During the 
years the nation’s 
increased 
The home | 
mortgage debt is now about $1,100 
as compared 


intervening 18 
non-farm families had 
in number by some 35%. 


per non-farm family, 
with $850 in 1930. 
However, 
ent lesser 
dollar, the statement 
the average mortgage 
about 10% below 
1930 
Many factors must be 
present debt structure, 


ithe Home Loan Bank Board. 
“Obviously, the present 


said Mr. Divers. 
volume of 


period,” 
siderable 


eral 
G. tf. 
in which the 
small and the loan 
relatively 


down 


gage contract itself has 


non- 


lten on a modern, 


considering the pres- 
purchasing power of the 
points out, 
debt for 
each non-farm family in 1948 was | 
the average in 


taken into 
account in attempting to judge the 
according | 
to William K. Divers, Chairman of 


debt | 
level is due somewhat to the high 
real estate prices of the postwar | 

“A con- 
mortgage 
loans have been written with Fed- | 
Housing Administration or 
loan insurance or guarantee, 
payment is 
amounts to a) 
high proportion of the 
value of the mortgaged property. 

“The pattern of the home mort- 
been 


sion days. The denenames short- 
term or ‘straight’ mortgage, re< 
newable only at a substantial cost, 
has been eliminated to a large ex-~ 
tent. Most loans of today are writ- 
amortized basis 
calling tor regular monthly pay~- 
ments, 14 many cases including 
the precaution of advance deposits 
by borrowers to meet future taxes, 

“Usually the home owner’s debt 
‘does not come due in a lump sum, 
a former practice which was a 
source of trouble because of the 
difficulty of refinancing during 
adverse times. The equity of the 
owner is increasing month by 
month. Interest rates are much 
low er than in the past. 

“As a safeguard for lending in- 
stitutions, beyond the property 
securing their loans, the Federal 
Government is back-stopping 
about one-third of the present to- 
tal debt through insurance or 
guarantee of mortgages by the 
FHA or the Veterans Administra- 
tion. 

“The Government has also in-~ 


'stalled powerful supports behind 


the principal types of financial in- 
stitutions lending on homes by 
means of insurance of savings and 
deposits. The Federal Home Loan 
Bank System also now provides 
reserve credit for savings and loan 
associations, the largest single 
source olf home mortgage funds.” 

The following table shows the 
estimated total debt outstanding at 
the end of 1947 and 1948, with its 


greatly improved since the depres-' distribution among lenders: 


Type of Mortgagee— 
Savings and loan associations- 
Life insurance companies----- 
Mutual savings banks__--~- a 
Commercial — See rien aes 
Home Owner 


Individuals mill mise, lenders 


Total whemares 
“Preliminary. 
During 1948, new home mort- 


gage loans made by 
lenders 
greater than in 1947, 
ance companies, 
banks and 
reported increases 
ume in 1948 over 


> Loan ‘Corporation 


all types of 
reached the record figure 
of $10,742,000,000, which is slightly 
Life insur- 
mutual savings 


miscellaneous lenders: ... 
, priol 


in lending vol- 
1947. 


savings and loan associations and 


Totals tor 


(Amounts in Millions of Dollars) 


% of 
Amount Total 
1948° 1947 1948 
$10,300 $8,856 30.9 
4.900 3,459 14.7 
2,590 pHs § 7.8 
5,700 4.982 Livi 
365 486 LJ 
9.500 8.550 28.4 
$33.S00 $28 570 100.0 
commercial banks were less in 


1948 than the previous year. 
Evidence to date indicates that 
lending this year 
will be iess than in 1947 and 1948, 
However, lending activity in 1949 
should be greater than in any year 
to the boom and 
the oustanding debt will continue 
| to rise at a slower pace, the re<« 
bort said. 1 
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Getting Financial Data Over to Investors 


(Continued from page 11 
themselves to blame i! 
victims of hos- 


have only 
ihey are made the 
tile legislation.” 

The late John R. Wildman, Pro- 
fessor of Accounting in New York 
University, under whom some ol 
you may have worked on the 
Warburton Desk Company en- 
gagement, had something 
jor the general guidance of audi- 
tors. In his “Principles of Audit- 
ing,” copyrighted in 1916, he said: | 

“Ideals are excellent, but they | 

hould not be allowed to prevail 
ver common sense. They should | 
be tempered with judgment, Pro-| 
cedure which might be quite} 
proper in general would perhaps 
need to be changed in a case, for 
instance, where the stock of a 
cetrain corporation is all Owned 
by one man, the report goes to one} 
ynan, affects no one in the organi- 
zation but himself and is used for 
yio outside purpose. Certain opin-| 
ions of such a man may not co-! 
incide precisely with those of the| 
eecountant. He may wish his} 
books kept in a certain way. The| 
accountant need feel no offense}! 
because this is so. He may have 
ihe opinion that the ideas of the} 
proprietor are wrong and that his| 
way of doing things are not the| 
ynost approved, but there is no 
reason why he should drop the} 
‘ngagement because of this 
The position of the proprietor may | 
not be a variation of principle 
but represent rather a difference 
of opinion. If such a man wishes | 
the accountant to certify to the 
effect that the accounts are right 
ind properly kept and the ac-|} 
‘Ountant feels that they are not 
all right, it is a different matter 
entirely. Ethics and honor are 
two things to be zealously'| 
Puarded.” 

Ten years after this was written 
Professor William Z. Ripley of 
Jiarvard noted that the Liberty 
Loan campaigns of the first world 
war led to a great increase in 
popular investment in business 
and other corporations. He also 
observed “the surprising develop- 
ment of employer ownership of 
cerporate securities and the 
Spread of customer ownership 
among the electrical public utili- 
ties” and the tendency after the 
depression in 1920 “toward the 
iransformation of hitherto purely 
personal businesses, closely 
owned, into very widely held and | 
foosely governed public enter-| 
prises.” The chapters which fol-!| 
Yow this introduction to “Main 
Street and Wall Street.” were) 
written in 1926 and 1927 and) 


fact. 


brought together in the book in| 


1932—all rather significant dates 
ind the title may seem somewhat 
prophetic to some people 
As most of you may remember, 
Ripley was very critical of finan- 
‘ial reporting practices of the 
“twenties and earlier, but where 
praise was due he gave it as in 
his citing of United States Steel 
ind General Motors. His conclu- 
sion was that the ‘stockholders 
ire entitled to adequate informa- 
lion. and the State and general 
public have a right to the same 
privilege.” Two essentials of an 
idequate statement he held to be 
a balance sheet and income ac- 
count. The time had long passed, 
he said, when the latter may be 
refused to shareholders. Yet the 
American Institute’s study in 1948 
turned up the practice in 1% of 
its samples. I shall return to Rip- 
ley later to show how some of his 
‘herrible’ examples have im- 
proved in 20 years 


Work of the New York Stock 
Exchange 

Any reference to the historical 
development of corporate report- 
ing would be incomplete without 
proper acknowledgement of the 
work of the New York Stock Ex- 
change. It appears that listing 
ipplications of that exchange used 
“8 early as 1900 included agree- 


| tailed 


| submit 
to Say} 


| changes 


| September 
January, 


| tration of the former 


today. | 


ments to publish detailed state-| 
ments of income and expe nditures 
and a balance giving a de- 
and accurate en ot 
condition of the company at the 
close of the fiscal year. Today, 12 
national stock exchanges have 
rules requiring that corporations’ 
whose securities are listed shall 
annual reports to stock- 


sheet 


holders. 

A landmark in the development 
of corporate accounting and re- 
porting was the address of Mr. 
J. M. B. Hoxsey, the New York |} 
Stock Exchange's executive assis-| 
tant to the Committee on Stock | 
List. before the American Insti-| 
tute of Accountants in 1930 fol- 
lowing which the Institute ap-| 
pointed a committee to cooperate 


iwith the Stock Exchange in the, 


consideration of problems of com-| 
mon interest to investors, ex- 
and accountants. This} 
committee’s correspondence with 
the Stock Exchange, initiated in 
1932. and published in 
1934, disclosed the inten- | 
Exchange to require| 
audited financial statements in 
eonnection with listing applica- 
tions made after July 1, 1933. The} 
correspondence also disclosed the} 
three-way agreement among the 
Exchange, the American Institute 
 Aceountants and the Con- 
trollers Institute of America with 
respect to the form of the audi- 
tors’ certificate and certain ac- 
couating principles. 
Work of the SEC 

Concurrent with this activity of 
the accountants and the Stock 
Exchange the Securities Act be- 
came law in May, 1933. The} 
Commission, organized in July, 
1934, under the Securities Ex-} 
change Act. took over adminis-| 
Act in Sep- 
Prominent ac- 
Commis- 


tion of the 


tember, 1934. 
countanis assisted the 
sion in preparing its 

regulations under both 
regular practice since 
has been to seek the views of| 
accountants. registrants, and| 
others in connection with the | 
drafting of our accounting regu- 
lations. This practice was iol- 
lowed in the preparation of Regu- | 
lation S-X, our principal| 
accounting. regulation, in 1940 and 

in subsequent additions and 

amendments. With the passage of 

the Administrative Procedure Acj | 
in 1946 this program became man-| 
datory. I mention this to | 
size the fact that practicing public 

accountants and Rnd es Of | 
registrants have had ample oppor- 
tunity to present, and have pre- 

sented. their views with respect to 
our accounting requirements, | 


Acts and! 
that time} 


'which reflect our efforts to elimi- | 


nate questionable reporting prac-| 
tices and to adopt the best prac-!| 
tices as promptly as they can be 
determined to have general ac- 
ceptance. 

Except for amendments to cope 
with certain wartime conditions. 
the addition of articles applicable 
to investment trusts and the in- 
corporation in the regulation of 
special accounting requirements 
for companies in the promotional 
and exploratory stage previously 
found in the appropriate forms, 
Regulation S-X has not undergone 
significant revision since its 
adoption. However, we are now 
engaged in gathering comments 
and suggestions from _ various 
sources with a view to incorporat- 
ing in Regulation S-X any new 
developments that appear to be 
beneficial and to eliminating or 
correcting obsolete or presently 
inapplicable material. In this 
connection we have been inter- 
ested in gleaning any ideas we 
can from published reports to 
stockholders. These_ reports, 
while filed with us with proxy 
statements, have not generally 
been subjected to our critical 
review. 

The reading of current pub- 
lished reports and their compari- 


| varlous purposes 
|ot the latter, 


| tion to 
| a direct charge to earned surplus. 


| all corporations whose 


| without deductions for 


‘in 1946 closed its 


forms and|« 


son with various studies that have 
been made in the past have been 
a fascinating and I hope _ ulti- 
mately a fruitful expenditure of 
time and effort. Despite the fact 
that there is still ample oppor- 
tunity for criticism in the small 
sampling of reports I have exam- 
ined for the purposes of. this 
paper, I think even Professor 
Ripley would have to admit that 
a substantial improvement has 
been made since his book was 
published. There still appear to 
be a few managements who seem 
to apply the rule advocated for 
prisoners of war—give only your 
name, rank and serial number 


Commendable Changes 


number of 
changes in 1948 
over 1947, particularly in the form 
ot the profit and loss statement 
and in the handling of appropria- 
tions of income or surplus for 
As an example 
one company, whose 
reports to stockholders (at least 
trom 1935) have been presented in 
commendable detail and arrange- 
ment but which in 1947 and ear- 
lier years deducted provisions for 
general contingencies in the state 
ment of income before arriving at 
“Net Income for year, as ad- 
justed,”’ in 1948 reported an addi- 
the contingency reserve as 


I have observed a 
commendable 


Comment of the President of the 
company on this change was: 
“Follow ing a suggestion made by 
the New York Stock Exchange to 
securities 
that Exchange, the 
Statement is presented 
additions 
made during the year to the Gen- 
eral Reserve for Contingencies.” 


are listed on 
Income 


large corporation 
“Statement of 
in three lines: 
Earnings Before Provi- 

sion for Contingencies_$ 
Provision for Contin- 

gencies 


Another very 


Earnings” 


After 
Provision for Con- 
tingencies _ » 


Net Earnings 


%s 


Dividends were then deducted 
and the opening balance of earned 
surplus was added to arrive at 
earned surplus at the end of the 
year. In 1947 and 1948, this com- 
pany’s statements of earnings 
closed with the unequivocable 
caption, “Net Earnings,” after 
which dividends on preferred and 
common stocks were deducted 
successively. “Earnings Retained 
in the Business at Beginning of 
Year’ was then added to the un- 
captioned baiance of earnings. 
Deductions, including *“‘Appropria- 
tion for Contingencies” resulted 
in “Earnings Retained in the 
Business at End of Year.” The 
related statement of financial po- 
sition at Dec. 31, 1947 and 1948, 
was presented in the new form 
advocated by some accountants. 
In this statement the Reserve for 
Contingencies is grouped with 
capital stock and retained earn- 
ings to support the “Excess of 
Assets Over Liabilities,’ one of 
three highlighted captions on the 
statement, the others being “Cur- 
rent Assets” and “Working Cap- 
ital.” To complete this reference 
One of the notes must be quoted: 


“In the years 1941 to 1947, the 
Board of Directors set aside 
amounts aggregating $10,000 000 
as an addition to the reserve for 
contingencies, having in mind the 
iosses which might result from an 
abrupt decline in inventory prices 
and other unpredictable contin- 
gencies. In view of the continued 
high level of commodity prices 
during 1948, the Board made an 
addition to $1,500,000 to this re- 


serve. The Reserve for Contin- 
represents an appropria- 
retained in the 
not be used to 


gencies 
tion of 
business but will 


earnings 


income of charges 


thereto.” 


j future 
properly applicable 
This language first appeared in 
ithe 1947 report. The American 
Institute of Accountants’ Re- 
search Bulletin No. 28, relating 
to contingency reserves, appeared 
in July 1947. and Bulletin No. 31 
relating to inventory reserves was 
dated October, 1947. Similar 
election by other companies of 
this method of reporting additions 
to reserves of the type in these 
two examples, it seems to me, 
would have avoided much con- 
fusion in financial reporting to 
investors in company reports, 
press releases and discussion in 
financial periodicals, and prob- 
ably wculd have avoided the ne- 
cessity for the publication by the 
Institute of Bulletin No. 35 in 
October, 1948. This bulletin 
makes a sound recommendation 
Which should be followed by all 
companies reporting for the bene- 
fit of public investors, i.e. “that 
the net income for the period be 
shown henceforth without deduc- 
‘ions or additions of items which 
are properly [underlining sup- 
plied | excluded from the deter- 
mination of net income.’ The 
items referred to relate to gen- 
eral purpose contingency reserves 
and inventory reserves previously 
mentioned, and excessive costs of 
fixed assets and annual appro- 
priations in contemplation of re- 
placement of productive facilities 
at higher price levels discussed in 
the Institute’s Research Bulletin 
No. 33, all items which I think 
oroperly should be excluded from 
the determination of income. Bul- 
letin 35, however, also would ex- 
clude as deductions from or addi- 
tions to income certain so-called 
extraordinary charges and credits 
referred to in the Institute’s Re- 
search Bulletin No. 32, an exclu- 
sion to which we have objected, 
and so advised the Institute when 
the bulletin was issued. on the 
srounds that misleading financial 
statements might result. 

3efore leaving the second of 
my examples it may be noted that 
the “Statement of Earnings” sub- 
stantially meets the income state- 
ment requirements of Regulation 
S-X and, in addition, by means 
of a printing device. appro- 
priately highlights four items. 
“Earnings from Operations,” “Net 
Earnings,” “Earnings Applicable 
to Common Stock” and “Net 
Earnings a Share of Common 
Stock.” 

Twenty years ago Professor 
Ripley, in commenting upon the 
annual reports of the largest cor- 
poration in an important industry, 
stated: 


€ liey e 


“For concerns like the [‘X’| 
company such newtangled gew- 
gaws as income accounts or depre- 
ciation simply do not exist. ; 
Diminutive, dainty, tied up with 
fancy string, perhaps, these re- 
ports are tenderly reminiscent of 
the parties of our youth”; “The 
secretive tactics of the [‘X'] 
company, later to be commented 
upon, are quite commonly 
ascribed to a desire to entrench 
itself beyond all possible compe- 
tition as a low-cost producer be- 
fore divulging the profitableness 
of its business to possible rivals”: 
and, after referring to another 
company’s questionable use of re- 
serves to juggle profits. ‘“[‘X’] 
whether dominated by the same 
group in management or not, are 
alike notorious for obfuscation in 
this regard. The [‘X’] com- 
pany, with 15.657 shareholders in 
1925. the largest manufacturer of 
its kind in the world, has like- 
wise roughly handled its ac- 
counts, always on behalf of those 
‘in the know.’ Net earnings 
after the war, as reported, long 
failed to reflect the full measure 
of profits, through resort to all 
sorts of fancy charge-offs to de- 
preciation. History does not re- 
late whether this concealment of 
protits was to discourage indus- 
trial competition for the time 
Neing, Or was, as rumored, on ac- 
count of the heavy war taxes on 


corporate income. Anyhow, all of 
a suddent came an abrupt aban- 
donment of this ultraconservative 
depreciation policy in 1922. The 
number of shares was multiplied 
sevenfold, accompanied by an in- 
crease four times over in the 
amount of dividends paid. This 
fulguration through the long over- 
due disciosure of earnings was, of 
course, at once reflected in 
bounding quotations for the 
stock.” 


“And now for the income ac- 
counts! The niggardly [‘X’| 
company, in its three-by-four inch 
balance sheet, stingy even of 
prepositions, gives us this and 
nothing more: ‘Earnings, Year 
1925.’ Such a policy, mysterious 
Or macabre, invites the comment 
that the record is either too good 
or too poor to be frank about 
either way. Once again, mainte- 
nance and depreciation items 
would be elucidating.” 

The earliest report to stockhold- 
ers of this company appearing in 
our proxy files is for 1942. This 
one measures 7% inches by 812 
inches, or four times the area of 
the 1925 report, and no fancy rib- 
bons tied to it! Gross Sales for 
the current and prior year are 
disclosec' in the President’s letter, 
and depreciation for the year 
pears in the income statement, 
but the fixed assets are covered 
by 2 single caption in the balance 
sheet, “Piants, Real Estate, Ma- 
chinery, Intangibles, Etc. (at Cost 
in cash or Capital Stock, Less 
Allowances for Depreciation).” 
The first filing of Form 10 and 
subsequent annual reports on 
Form 10-K filed with the Com- 
mission disclose that prior to 
1944. when extensive plant stud- 
ies were completed, no analysis of 
the company’s property account 
was available and depreciation 
Was credited to the asset account, 
An anatysis for subsidiaries was 
shown in a schedule. The amount 
of accumulated depreciation was 
first published for 1944, the year 
in which intangibles were writ- 
ten off to capital and earned 
surplus. 

The next significant change in 
this company’s published reports 
was for 1945 when the income 
statement was improved to show 
“net sales” and “cost of sales” 
and otherwise was substantially 
in the form prescribed by our 
Regulation S-X. A four-page glos- 
sy insert presented pictures of the 
company’s proaucts. The company 
elected a new president during 
that year. In 1946 the four-page 
glossy insert carried photos of 
typical operations in the com- 
pany’s plants—no other significant 
changes appeared. In 1948 the 
company recognized its 50th anni- 
versary by putting a gold paper 
cover on its report for 1947, 
More significant changes for the 
reader, however, were the addi- 
tion of a page devoted to a sum- 
mary of operations of the “we 
received—we expended” type with 
the principal items also stated in 
cents and ver dollar of income. 
Two pages are devoted to simple 
bar charts showing 10-year com- 
parisons of net sales, employees, 
payrell, stockholders and divi- 
dends. These charts show that in 
1947 the company had approxi- 
mately 30,000 employees and 65,000 
stockholders, all of whom were 
potential if not active customers 
of the company. For 1948 the 
company’s revort—now grown to 
8' by 11 inches—appeared in a 
glossy cover with a night view 
of the plant on the front and a 
highly attractive picture of the 
product just inside. 

As a whole, the report is a 
strong competitor of reports of 
other companies which have es- 
tablished a reputation for excel- 
lence. The 19-year charts are 
cleverly presented, the text is 
readable and ijluminating on such 
subjects as depreciation, reserves 
for high-cost plant additions and 
inventory (appropriated from 
earned surplus), employee rela- 
tions, expansion plans, and so on. 
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Composition of the fixed asset to- | 


tal in the balance sheet is disclosed 


in a 


iootnote. 
Cisregards 


the 


But the 
Institute’s 


company 
recom- 


mendation with respect to income 
and surplus by deducting substan- 
tial appropriations to reserves for 


high-cost 
“net 
adding 
ance of 
surplus.” 
another 


t 


income 


plant 
for 
he 


at 


additions 
the 
first-of-the- 
‘“unappropriated 
The latter 
look 


from 
year” 
year bal- 


title suggests 


the balance sheet 


before 


earned 


presented in comparative form, as 


were 


the 


combined 


income and 


surplus statement and supporting 


balance 
ing 


prese 


sheet 
ntation 


notes. 


The follow- 


warrants consid- 


€ration in our search for improved 


forms: 


“Earned surplus (retained for use 


in 


Appropr 


Insuré 
gent 


Reserve 


business): 


iated: 
ince and 

reserve 
for 


plant additions 


Inventory 


Unappro; 


yriated 


Cc 


ontin- 


high-cost 


reserve 


[I have devoted considerable 
time to this one example, for 
think it may be considered fairly 
typical of the metamorphosis of 


finéneial reporting in the last 25 
years. 

In June, 1946, the Commission 
made a report to Congress en- 
titled “A Proposal to Safeguard 
Investors in Unregistered Securi- 
ties.’ This report contained 
study of reports to stockholders 


of companies not required to file 
reports with the Commission but 


having 
anc 
assets. T 
a - little 
among ac 
cluded r 
while 59 
reports 
nongover 
did 1.ot 
nish 


300 
$3,000,000 


were 
reply 
their 
A current check of our 


or 
or 
his study 


attention, 
‘countants. 


of 
co! 


pores 
otner 


nmental 
or 
reports. 


mor 


solicited 
channel 
r 


e stockholders 
more of total 
attracted quite 

particularly 
The study in- 
119 companies 
npanies whose 
through a 
either 
efused to fur- 


files re- 


veals that of these 119 companies 


18 inave since filed registration 
Statements with the Commission 
and one company which did not 
repiy to the request for a report 
has registered and now files an- 
nual reports with us. Five addi- 
tional companies included finan- 


Cial statements in applications for 


exemptio 


provision: 


of 1933, 
companie 
reports i 
study; th 
reports 


two 


} tl 


S 


trom 
ot the 
of 
s wnich 


1) 


these 
did 
connection 
e other 
show 


registration 

Act 
from 
submit 
the 


1e 
Securities 
being 
not 
with 


three companies’ 
improvements 


in 


some respects but not on all points 


criticized. 


in the sti 


completed 


stcck on 
change 


and 


One con 
idy (on 
in May, 
ihe New 
filed 


pany 
which 


included 
work was 


1945) listed iis 


York Curb Ex- 


a registration 


statement in November, 1945. The 
first annual report filed with us 
thereafter was for 1945 and in- 
cluded a vrinted report to stock- 
holders identified as in partial 
answer to the item of the form 
requiring a briei description oi 
meterial changes during the year 
in the general character of the 
business done by the registrant 
and its subsidiaries. The 1944 re- 
port of the company, which was 


not certified by independent pub- 
lic accountants, had been criticized 


in cur st 


ties, to 
serve 
classify 


were 
the certif 
contained 
1947 


show 
for 
inventories 
adequate details with 
capital stock. 
nec 


udy for 


the 
doubtful 


essary with respect to 
ied financial statements 
in the 1945, 1946 and| 


failure 
current assets and current Habili- | 
amount 


to 


ol 
accounts, 
and 


re- 

to 
to give 
respect to 


annual reports, 


Pubiished reports of four other 
companies. criticized in the study 


|firm of accountants and the other 


were found in the proxy files— 
the earliest for 1945 indicating 
abandonment’ of nonregistered 
status before the study was pub-|} 
lished. Two of these with little) 
to correct had improved some- 
what, and one was substantially 
improved. But the most serious | 
case of this group charged with 


| 


a} 


total | 


|same firm of certified public ac- 
No such criticisms | 


in-, 


six breaches of good practice, plus. I think it is clear that these 
| cluding failure.to show the amount) recoinmendations are being con- 
| of sales was no better in 1948 than | sidered favorably. Of the 92 re- 
b had been in 1944. This com-} ports just referred to, those for 
|}pany’s “summary of income and| new terminology in place of sur- 
|expense’”’ ends with the caption,,| 25 companies show “earnings re- 
|*‘surplus net profit,’ suggesting | tained in the business,” or simi- 
perhaps somewhat the same idea| lar language, in lieu of earned 


as the Helen E. Hokinson cartoon |} surplus, and eight others show the 


in the Girard Trust Company re-| term as a parenthetical alterna- 
port: “How much would the tax) tive, as in the General Motors} 
be ii I leave it ALL to the gov-| balance sheet. In these 35 cases, 
| ernment?” Our files suggest the|17 involved balance sheets certi- 
| possibility that while the certify-| fied by one firm of accountants 
| ing accountant in this case appears| while three were in a group of 
| to have been in practice for many | 19 statemenis certified by another 
| years, he may not have had much|firm. In 33 of the 92 cases the 
experience with clients with se-| term ‘reserve’ was not used in 
curities listed on stock exchanges.|the balance sheet in connection 
| Nevertheless, none of the faults} with doubtful accounts and de- 


charged against the published fi-| preciation. 


nencial statements appeared in I was interested also in noting 
those contained in a registration | the extent to which prepaid ex- 
statement filed by this company} penses were included in current 
| with the Commission in July, 1946.) assets. This procedure. vou will 
Of interest in this connection is an | recall. was recommended unani- 
analysis mad¢ last year which) mcusly by the 21 members of the 
| showed that while the certifica-| Institute's Accounting Procedure 







tion of the finapcial statements of | Committee and published in their 


2,265 registrants for 1946, with) Research Bulletin No. 30 in Au- 
aggregate assets of $100 billion,| gust, 1947. Twenty-four of the 


Was participated in by 416 inde- 
pendent accountants or accounting 
firms, 279 accountants or firms 
each certified to financial state- 
ments for only one registrant and 
58 firms certified to only two each. 


18 certified 
followed the prac- 
tice; all 19 reports certified by 
another firm did not. (Since I 
have indicated a rather heavy 
concentration of revorts certified 
by two accounting firms, I should 


92 reports (including 
by one firm) 


Nondisclosure of Sales and Costs! state that altogether there were 
Returning to our 1946 study. we| 23 firms represented, some with 


|only one report.) 
Consideration 


found that the principal failures 
in presentation were nondisclosure 


's being given to 


of sales and cost of sales, combin-/| the speciiic inclusion in Regula- 
ing of cost of sales with other | tion S-X of the substance of these 
operating expenses, failure to clas- | Institute pronouncements with re- 
sify inventories and indicate basis! spect to survlus, reserves and pre- 
of valuation, isiluie to classify! paid expenses. At present this 
fixed assets and to disclose the | regulation does not prohibit their 
amount of the accumulated de-| being complied with, for Rule 3-01 
preciation, and failure to ade-| provides that statements may be 
quately describe capital stock is-!| filed in such form and order, and 
sues. The American Institute of | may use such generally accepted 
| Accountants’ survey of 525 corpo-| terminology as will best indicate 
vate reports for 1946-1947, which | their significance, and prepaid ex- 


may be shown as current 
deferred charges. 


registered and non- 
corporations, revealed 


incijudes both 
registered 


penses 
assets or 


subsiantially the same deficien-| A ;ecent inquiry raised a ques- 
cies, among others, with the non-| tion, not specitically answered in 
registered companies showing the! Resuiation S-X, which may trou- 
higher proportion of failures. The | ble those wno do not have an ex- 
Institute's report covering the | tensive SEC practice. The ques- | 
same companies tor the succeed-| tion related to the rule which per- | 
ing year and additional companies | mits the expression of money 
not included in the tables reveais| amounts in tnousands of dollars 
a little improvement in most cate-| jn statements and schedules, pro- 
gories. A shift by some 30 com-| vided an indication to that effect 


panies irom the multiple step form | js inserted beneath the caption of 


to the single step form of income | {he statement or schedule, or at 
statement seems .o correlate with the top of each money column. 
an increase in nondisclosure of | The rule further provides that | 
cost of sales and gross profit.| zeros need not be substituted for 
These two items disappear entire-| the Gmitted figures. (Incidentally 
ly when the single step form pre- [ can recall only one company 
senis employment costs and mate-| which takes advantage of this 


rial costs separately—a form of 
presentation deplored by some fi- 
nancial analysts and not accepted 
as compliance with the provisions 
of Regulation S-X with respect to 


rule, and in doing so it gets highly 
involved in the use of asterisks to 
identify figures not expressed in 
thousands. Statisticians of the 
Commission ieil me that perhaps 


profit and loss or income state-| 1% of the annual reports apply 
inents. This approach, it seems to the rule.) The specific question 
me, Is more appropriately pre- | was whether all of the provisions | 
sented in more informal fashion of this rule applied also to finan- 
in the text of the report or in a ¢jal statements and schedules ex- 
supplementary statement than in pressed in dollars only, with cents 
the formal certified financial) gmitted. My answer. of course. 
statements, a procedure followed | wzs that it was not necessary to 
by a number of leading corpora-  jndicate beneath captions, or at 
tions, including Du Pont and Gen- | the top of money columns, or to 
eral Motors. In a group of 92 substitute zeros when the figures 
reports scrutinized in the course | for cents were omitted. Of the 92 
of preparing this paper I found published reports referred to pre- 
32 with some form of single step yigusly. 45 omitted cents and 47 
income statement (including 12) palanced to the last cent. There is 
|Which deducted income taxes or) no discernible pattern (size, age, 


items separately— 
the 


extraordinary 


; od seage certifying accountant, line of busi- 
10 of these being certified by 


; ness, etc.) intluencing the choice. 
Ripiey, in the ’20s, ridiculed the 


countants). Only seven of the) publication of large amounts car- 
statements presented employment ried out to the last penny, as con- 
costs and material costs separately | yeyving an assurance of exactness 


—tour being certified by the same {hat could not be. I should think 


the obvious economies in compo- 


three divided between two firms. cition and neatness of presenta- 
‘ , tion would cause more companies 
‘ecommendations for Reforms tg drop the cents. Perhaps those 
A short time ago, on another who retain the cents feel that the 
occasion, I discussed some of the | Psychological factors favor greater 
recent developments in the pre-| confidence in the figures when 
sentation of financial data. These cents are shown. I am inclined to | 
included the recommendations Coubt it. 
from several sources for account- In addition to the foregoing I 
ants to abandon or clarify their) gained a few general impressions: 


an occasional substantial item of 


reserve and to use 


use of the term 





i accrual 


treasury stock shown as an asset; 
cost of sales and gross profit all 


ing the change in working capi- 
tal by adjusting net income for 


too frequently concealed by in-| non-cash charges and accounting 
cluding selling, general and ad-| for non-operating sources and uses 


ministrative expenses with cost of} of funds, and 19 presented a sim- 


sales; depreciation for the year not| plified operating statement ac- 
disclosed in a few cases—appar-/counting for the disposition of 
ently included with costs and ex-| total sales revenue or the sales 


penses but not mentioned; depre- | 
ciation shown separately among 
expenses with no reference in cost 
of sales to its exclusion from that 
figure: and several cases in which 
devreciation is treated as an other 
deduction from income along with 
interest, far down the page, from 
“Net profit from Operations.” 


dollar. One company is counted in 
both groups and two of the latter 
group also presented a hybrid 
form of source and disposition of 
funds chart. 

From aée critical professional 
point of view nearly all of these 
statements suffer to some extent 
from a lack of precision in the use 
of terms, due, it appears, to ex- 
Statement of Application of Funds | perimentation in iorsion the 

There is one other feature of| form to appeal to the lay reader. 
financial reporting to which I| Foy example, one two-year com- 
wish to call attention and to in-| parative form is called an “In- 
vite comments as to form, general! formal Funds Statement” and la- 
usefulness and whether it should | bels the two parts “Source of 
be incorporated in SEC require- | Cash’ > and “Use of Cash.’ The use 
ments—the Statement of Applica-| of quotes on the titles appears to 
tion of Funds. This form of state-| indicate a technical reservation, 





, 


ment was considered during the| and properly so, I think, for I am 
formative stages of Regulation! somewhat doubtful that “Reserved 
S-X but considerable difficulty! for depreciation” is a source of 
was encountered in designing aj/cash or that the balancing item 
|form, acceptable to all of the} “Added to working capital” is en- 


collaborators, that was felt could 
| be prepared by all companies with 
|a reasonable expenditure of effort 
commensurate with the benefits 
anticipated. 

Of the 92 reports I have been 
using as raw material for this pa- 
per, 11 contained a statement of 
application of funds in the gen- 
erally recognized sense of analyz- 


tirely comprised of cash. This ex- 
ample merely demonstrates the 
difficulty in reconciling technically 
correct use of terms with a sim- 
plified presentation. 

Simplified operating statements 
run into similar difficulties. The 
following is one of several well 


presented summaries: 


How the Company Used Its 1948 Gross Income of $493,724,000 
$276 053,000 Spent for products, matcrials, services and all 





expenses except wages, commissions, and em- 
plovee benefits ____-_ " 55.9% 

46,307,000 py it for property used up in producing income 
(depreciation, depletion and retirements) _—~__-_~_ 9.4% 

32,368,000 Spent for direct taxes (other than those collected 
on the sale of pregucts) ....-.6c.cccccccccceiscs GR 

$66,365,000 Left for wages, commissions, and employee ben- 
RS oe a ea ei ss Se 13.4% 
18,137,000 Left for dividends to stockholders re eke Re tS a out Fe 
54,494,000 Left for use in the business___----------------- 11.0% 
$493,724,000 100.0% 


is clear;sented a similar statement with 
that “Spent for’ is an incorrect|the added feature of setting out 
term to apply to ‘Property Used | separately “Officers’ salaries for 
Up in Producing Income.” The} management of the business.” 
company Ripley so roundly criti-| One innovation turned up in the 
cized in my earleir references pre-' lot, as follows: 
Source of Funds: 
Wet protit ....- 
Capital Stock Sold— 


Here again I think it 


$11,491,691 





Preferred shares —~------------- $1,737,214 
Commen shaves <.222<c.-s24.--+ 2,847,760 
—— 4,584,974 
Serial oles Gssue@G. oo hee eseeaaene oe 1,175,652 
$17,252,317 
Disposition: 
Excess of capital expenditures over provi- 
sion for depreciation and sales of prop- 
erty —- PARES ES 4 $3,935,161 
Increase in deferred charges, ectc.. 770,430 
Moerteaees Ol ..cncancdansnsoes+ aes 230,167 
ividends— 
a rl 0 Fee Ea 407,542 
Common SRETGS ..0<0n~<-...--- 3,496,146 


6.839 446 


$8,412,871 


avoids | modern product in 1948 also came 
-} up with a much improved annual 
report which contained one idea 





Note that this solution 
the confusing theory that depre 
ciation is a source of funds—an | 
idea that has been under fire in|I have never seen before. In the 
current discussions of these state- | center of the asset side of the bal- 
ments. |ance sheet appears a box as fol- 

I have no carefully worked out} lows: 
solution to this problem and I do} 
not want my comments here to be} > 
construed as discouraging the use | 1947 — $ ; 
of either of the forms of analysis} The figures are quickly checked 
in common use until a technically; by a glance at total current assets 
sound and at the same time useful | and total current liabilities. The 
solution is found. A proposal that} working capital figure is given 
the preper approach is to begin | prominence by this device without 
wits sales or gross revenue sug-/ doing violence to the old principle 

ests the possibility of combining| that assets and liabilities should 
certain feaiures of the simplified| not be netted in the balance sheet. 
income statement and the source In conclusion, although I think 
and disposition of funds state-!as did the financial writer _to 
ments resulting in a conversion of| whom I referred in my opening 
accounting results into a| remarks, that “Too Many Annual 
modified statement of cash re-|Reports Still Are Guessing 


“Working Capital: 
1948 — $_-_---- 





ceipts and disbursements. rames,” I am convinced that the 
One old company which re-|-~-""t or suessing required of 
ported complete conversion to a investors Is being reduced. 
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As We See It 


(Continued from first page) 
further exposition or elaboration of the themes upon which 
our editorial of May 12 touched, but we shal! proceed upon 
such an assumption in any event. 

But, first, we must remind (or inform) the general 
reader, as well as our correspondent, that (1) it was less 
the specific proposals of the Secretary of Agriculture 
than the philosophy with which they were defended 
that was the subject of our attack, and (2) it was made 
quite clear that we, for cur part, were as completely out 
of sympathy with this type of reasoning when applied 
to other sectors of the economy as when employed to 
support plans to subsidize agriculture. The editorial was 
in reality a denunciation of the doctrine, no matter 
where applied, of subsidy or special favor, certainly not 
an attack on agriculture or an effort to deny it what was 
conceded to be needed or admissible in other fields. 


Lest there be misunderstanding, we quote: 


their snouts into the public trough.” 

Or again: 

“Is all this (some of the implications of the Brannan 
arguments) silly? Of course 


those arguments employed by so many to defend so many) ever, is not the whole story, by any means. 


United States. 


It is not wholly absent from the minds 


of others, in point of fact. We do not share any such 
view, and we do not believe that it is possible to defend 


it successfully before any 


dispassionate forum. The 


general idea was fully formulated and very widely ac- 
cepted in France prior to the foundation of this Republic. 


We brought a good many French ideas with us when 


we organized ourselves in 


doubt, the so-called Physiocrats played their part in 


this new world. Without 


establishing certain notions about agriculture in this 


country. Thoughtful men and women have, however, 
long ago riddled many of the ideas of Quesnay and the 
others. It would be a good thing if, somehow, the residue 
of their fallacies could be expunged from the minds of 


the rank and file. 


Let’s End All Subsidies 


For many years, even decades, a great proportion of 
our farmers were more inclined to rail (and quite justly so) 
|against special favors granted elsewhere in the economy 
| than to demand compensating favors for themselves. For a 

“At bottom, too, this (the argument used by Secretary| decade or two, now, they have adopted the other tactic— 
Brannan) is the philosophy employed by labor leaders and| namely that of using special favors to others as an argu- 
political friends of labor leaders to defend the demands of|ment to support the thesis that they, too, must be sub- 
the unions—and is, for that matter, in increasing degree the! sidized. This change in tactics, doubtless, was in part a 
argument used by any and all elements who wish to get)matter of opportunism. The agricultural voters of the land 
|and their political representatives, finding themselves mak- 
'ing no headway against the favors going to others (par- 
ticularly the tariff), concluded that they were fighting a 


precisely as silly as all| losing fight, and had better change their lines. This, how- 


Agriculture 


. *. £ = . bd 2 4 > ée s¢ . id 
and so varied a list of subsidies and largesse. High wages.|has never been averse to “support” in one form or another. 
We should like to see the day when both farmers 
and the others grew willing and in fact determined to 


shorter hours, unemployment insurance, free spending on 
the part of government, and a dozen other of the ‘modern’ 
antiseptics or depression specifics so constantly prescribed 


in this day and time by so many amateur physicians are, of| _ 


course. in precisely the same category.” 


Plain Implications 


Now, such statements as these, it seems to us, rather 
plainly imply our reply to one of the questions of our valued 
correspondent quoted at the beginning of this discussion, 
to wit: “Can agriculture operate without government sup- 
ports?” Our answer is obviously in the affirmative, and 


| 


once that answer is given there is no longer any point in| 


the other questions. 


Of course agriculture can operate! 


without government supports. If it could not, which to us| 
is all but inconceivable, the question would at once arise 


as to whether it should continue to operate at all! 

We are well aware that these candid, not to say blunt, 
assertions—which, needless to say, are certainly not intended 
to carry any implication of discourtesy or lack of respect 
for the opinions of those who disagree with us — are quite 
likely to come as a surprise, possibly as a shock, to some 


| 


stand on their own feet. 


Bank Investment Portfolio | 


Management in 1949 


(Continued from page 7) 
becoming more conservative and} business activity is low and the 
the high cost of construction has! [Treasury must resort to deficit fi- 


served to slow down the expan- 
sion of real estate loans. 


Supply of Capital Adequate 

The supply of capital appears to 
be adequate for the somewhat les- 
sened needs that appear likely. 
Capital expenditures in 1948 were 
reported as $19.2 billion and some 
estimates have indicated a decline 
to $14.5 billion for 1949. In- 
creased military expenditures 


of those under whose eyes they may fall. We are not for | eed not change this estimate nec- 


that reason disposed to alter or soften them, but we do be- 
lieve that it is wise to place such statements in their appro- 
priate setting. 

Again, let us be very explicit. We are not opposing 
or attacking only those subsidies or “supports” now 
given or proposed for the farmers of the nation; we are 
unalterably opposed to special favors or preferential 
treatment for any segment or part of our economy. The 
only exceptions we have ever made or have any inten- 
tion of making are those instances where national de- 
fense in a troubled and dangereus world demand special 
action—and these instances, we suspect, are not nearly 
so numerous as are often claimed. At any rate, they 
would apply only in limited areas, certainly not to a 
broad segment of the economy such as agriculture, and 
can be defended not on economic but only on defense 
grounds. 





No Managed Economy Either 


| 
| 


| could be less. 


| 


| 





It is not necessary for us, therefore, to express any | 


opinion as to whether agriculture unsupported or unaided 
could survive and flourish in an economy shot through with 
subsidies and special favors to many others. We need not 
concern ourselves here with the position of agriculture in 
a “managed economy”; that would depend largely upon the 
policies of the managers in many respects and upon the 
ultimate aims and purposes of the management. We do not 
believe in subsidies anywhere and we should like to see 
the notion of a managed economy dropped at once and for 
all time. In these circumstances we have not the slightest 
hesitancy in saying that agriculture in this country can 
operate and operate very satisfactorily without support from 
the government—that is, “support” in the sense in which 
the word is used in this day and time. 
The notion that agriculture is somehow sui generis 
is, of course. deeply imbedded in the mind of rural 


essarily. The demand for mort- 
gage money does not appear to be 
greater than that of 1948 and it 
Savings, too, have 
become __institutionalized. Sav- 
ings sources appear likely to con- 
tinue to increase through insur- 
ance and pension plans. As indi- 
cated previously, deposits are not 
likely to change much and banks 
now have more funds to 
Thus, there would appear 
no shortage in the 
money and thus no material in- 
crease in money rates appears 
likely or necessary. Assuming no 
materially larger military expen- 
ditures or materially increased 
expenditures for recovery pro- 
grams, the declining needs of the 


be 
supply of 


to 


capital market appear more 
likely to invite some easing of 
money rates rather than a 


strengthening of them. 


Fiscal Position of Treasury 


The fiscal position of the Treas- | 
}ury can have an important influ- 


ence upon the money market, for 
when business activity is high, the 
Treasury should have a surplus 
and thus be in a position to retire 
lebt. The Government agencies, 
too, can influence the capital mar- 
kets by purchasing long-term 
Government securities in the open 
market thereby supplying institu- 
tional investors, such as life insur- 
ance companies and savings banks 
with sizable amounts of invest- 
ible funds. Similar results are ac- 
com when the Treasury 
redeen other than bat held 
obligations. and of course, the 


ire oDtalned when 


plished 


} 


iS 


converse results 


Cc 





invest. | 


nancing. The Treasury can inilu- 
ence the money market in its re- 
funding since it can control, to a 
degree, the type of debt obliga- 
tions which it may offer, depend- 
ing upon whether they are to be 
neld by commercial bank inves- 
tors or non-bank investors. It can 
influence the market, also, in the 
guarantees which it may effect. 


The Policies of the Federal 
Reserve Authorities 

What of the policies of the Fed- 
eral Reserve authorities? In the 
postwar period, the Federal Re- 
serve open market operations 
served a twofold purpose. These 
purposes were conflicting, for the 
autnorities were attempting to 
fight the forces of inflation on one 
hand and yet maintain stability of 
the Government market on the 
other. The increase in Reserve 
requirements served to offset re- 
serves created by the sale of Gov- 
ernment securities to the Federal 
Reserve System by life insurance 
companies and savings banks. Of 
greater importance to us, now, 
however, are, what future policies 
may we reasonably expect. 

First, we can be reasonably sure 
that the 212% long-term rate will 
be :naintained. 

Second, we have already wit- 
nessed the lowering of margin re- 
quirements from 75% to 50% on 
the Stock Exchange, we have seen 
the easing of Regulation W anda 


lowering of reserve requirements. | 
| 


Should the business readjustment 
continue, the monetary authorities 
may feel that some further lower- 


| ance 





ing of required reserves may be 


necessary unless the existing spe-| 


cial legislation is to 
lapse. 

Obviously these actions, which 
have reversed the tightening pro- 
cedures of 1946, 1947 and 1948. 


have caused an increased demand 


permitted 


i structure, for investments cannot 


for both short-term and interme- | 


diate dated obligations and an 
easing of interest rates all along 
the line has been witnessed. 
see the reserve banks selling back 
of the governments which 


inany 
. 


We, 
| posits, 
| assets, 





they purchased last year and the 
year before, thus increasing the 
supply of securities. 

New Controls—New Powers 

If on the other hand, we should 
see the forces of inflation return- 
ing again we would expect new 


| powers to control credit to be en- 
| acted. 


We think that such powers 
would be over all the banks and 
perhaps might even include in- 
vestment powers over life insur- 
companies, savings banks 
and similar’ institutions. One 
might expect increased corporate 
and personal income taxes—ra- 


| tioning and allccations would be 


probable and controls over con- 
sumption and wage rates would be 
likely. One might expect new di- 
rect controls over steel, iron, non- 
ferrous metals and other com- 
modities in short supply. 

M. S. Szymezak of the Board of 
Governors, asserted recently be- 
fore the Pacific Northwest Con- 
ference on Banking in Pullman, 
Washington, in a review of the 
System’s war and postwar poli- 
cies, “The recent relaxation of in- 
flationary pressures should not 
be interpreted to mean that the 
Federal Reserve System’s need 
for more adequate authority to 
restrain inflationary expansion 
has ended. The System should 
at all times be equipped io 
cope with whatever monetary 
problems we may be facing. It 
has been handicapped by the in- 
effectiveness of such traditional 
credit controls as raising redis- 
count rates and by its limited 
authority to increase reserve re- 
quirements. But it has vigorous- 
ly used its relatively modern ac- 
cessories control over stock 
market credit and over consumer 


instalment credit. It has used 
carefully its influence over in- 
terest rates.” 

Despite such possibilities, the 


size and character of the Federal 


debt still would suggest main- 
tenance of the long-term 212% 
rate but some firming of the 
short-term rates might then be 
expected. 

On April 28, Thomas B. Mc- 
Cabe, Chairman of the Board of 
Governors of the Federal Re- 
serve System, in commenting 
upon the recent lowering of re- 


quired reserves stated, in part; 

“The present action was taken 
in furtherance of the Board’s 
policy of adjusting all of its credit 
regulations in accordance with 
changing economic conditions and 
the credit requirements of the 
current business situation. 

“Since the first of the year there 
has been a decline of approxl- 
mately $1,500 million in loans at 
member banks. 

“We have frequently stated that 
credit regulations are not a one- 
way street. They should be tight- 
ened or relaxed as general eco- 
nomic conditions require.” 


What of Bank Investment 
Policy? 

In the light of the foregoing 
business background, Treasury 
fiscal policy and Federal Reserve 
money market policy, what 
should be bank investment policy? 
Obviously with conditions so un- 
certain, with the Treasury debt 
so high and with the Reserve au- 
thorities likely to shift their vast 
power over the market in any di- 
rection. bank investment policy 
should aim toward the greatest 
possible safety, a high degree of 
liquidity and yet provide adequate 
income return. Investments based 
upon earnings alone are bound to 
bring grief in the long run, and 
yet investment based only upon 
liquidity neglects the primary 
function of the banking business. 

Investment policy, also, must 
take into account the entire asset 


be disassociated from loans. If 
the loan risk is great, then invest- 
ments should be riskless and the 
liquidity very high. Investment 
policy, also, must take into ac- 
count the ratio of capital to de- 
the ratio of capital to risk 
the ratio of loans to capli- 
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tal funds. It should consider net 
capital as a percent of earnings 
assets along with _ satisfactory 


liquidity ratios. The policy should 
be adapted to the facilities and the 
nagement of the individual in- 
stitution. Each portfolio must be 
a tailor-made job, for there is no 
banking institution which is ex- 
actly the same as the next one. 


mis 


Analysis of Demand Deposits 

The investment of demand de- 
posits will depend upon the com- 
position of the other assets, es- 
pecially loans. It will depend upon 
the location of the bank, as to 
whether it is in a large center or 
in asmall community. Considera- 
tion should be given to the char- 
acter of the deposits and whether 
they are concentrated in a rela- 
tively few depositors embracing 
but a few industries or whether 
they are well diversified. In some 
institutions, consideration must be 
given to the volume of inter-bank 
balances. Then there are possible 
swings in deposits. In some areas 
the seasonal characteristics are 
especially pronounced because of 
crop loans. In other areas vacation 
business has a very distinct bear- 
ing upon the movement of deposit 
balances. On should consider the 
capital position in relation to the 
deposits and especially in relation 
to risk assets. 


Invesiment of Demand Deposits 

The principal aim in the invest- 
ment of demand deposits should 
be liquidity; liquidity to meet the 
requirements of depositors and 
customers. There should be pro- 
vision for the possible loss of de- 
posits from the community. One 
should be sure that there are ade- 
quate short-term issues to provide 
for the demand for commercial 
loans or the demand for mortgage 
loans and to take care of those 
untoreseen withdrawals that can 
occur at any time. 

The liquidity requirements for 
the large city institution should be 
invested in short-term maturities, 
mostly government § securities 
with maturities of a year or less. 
With the bank in the smaller 
community it would seem desir- 
able to hold some issues maturing 
in a year or less but other govern- 
ment securities up to the 1952 call 
date can provide reasonable 
liquidity. This is especially true if 
the institution holds 2s of 1951-53 
or 1952-54 which have been pur- 
chased at par or near par. 

Second, sufficient earnings 
should be produced to meet ex- 
penses, dividends and also provid? 
for an increase in capital re- 
sources. Thus, with the remainder 
of the demand deposits it would 
seem desirable to have a weli- 
rounded distribution with the ma- 
turities running from 1 to 10 years. 
Again, in the case of the smalle: 
bank the spaced maturities might 
run from 4 to 18 years, depending 
upon the situation, with some em- 
phasis on the longer end of the 
list if income from loans should 
be small. It would seem particu- 
larly desirable to have a well- 
rounded maturity distribution 
where the officer in charge of the 
portfolio has many other duties 
to perform and where he may not 
be in touch with the security 
markets as closely as.can an offi- 


cer whose duties are entirely 
those of investing the banks 
funds. Spaced maturities also 


seem desirable for the larger bank 
as well, as they provide a good 
hedge against the uncertain fluc- 
uations in interest rates. Average 
maturities can be something of a 
help but one should be sure to 
select the right guides. 


Investing for Return 


Some institutions make a prac- 
tice of investing primarily for re- 
turn. This procedure may be 
justified under limited conditions 
but to my way of thinking it is 
not as good procedure as the well- 
rounded maturity distribution. It 
can, however, be justified where 
the loan portfolio is small and 
where the bank is not subject to 
wide swings in business and de- 





He i 


posits. If such a policy is under- 


investments 


U. &. 


taken, however, the 
should consist primarily of 
Government obligations. 


Trading No Investment Policy 

Except for a small portion of 
the portfolio, I do not believe in 
the policy of trading. This pro- 
cedure can be characterized as a 
lack of policy since it requires 
constant guessing. It leaves the 
portfolio in a constant state of 
flux and neither the officers nor 
the directors of the institution can 
have the faintest conception of 
what the earnings may be under 
such circumstances. It requires the 
use of uncertain bond profits in 
place of sound steady operating 
income whereas’ bond _ profits 
should be set aside in a security 
reserve account. Some, perhaps, 
have been able to guess the mar- 
ket accurately from time to time, 
but in most cases one either sells 
too soon or, after selling, buys 
too late. In most all cases the 
bank suffers from a lack of in- 
come when one resorts to this 
procedure. 


Analysis of Savings Deposits 

A similar 
made of savings 
though the trend 
posits throughout the country 
generally is upward and savings 
usually grow in periods of good 
business, local factors may affect 
the trend of savings deposits. In 
some localities, a shift of savings 
deposits is taking place from com- 
mercial banks to the 2% savings 
banks, and in some instances the 
shift is going from saving; de- 
posits to shares in savings and 
loan associations. Despite this 
shift. I would not be inclined to 
increase rates on time deposits 
unless those higher rates can be 
earned safely. The character of 
the community should be studied 


be 
Al- 


savings de- 


should 
deposits. 
of 


analysis 


carefully, for many people save 
primarily for safety of principal 
for availability and for conven- 
ience. If people were interested 
solely in the interest rate, more 
funds probably would find their 


way into U. S. Savings bonds. 


investment of Savings Deposits 

It would seem to me that abouit 
60% of savings deposits can 
properly be invested in mortgages 
and/or bonds of longer term. 
Much will depend upon the ratio 
of capital to risk assets. If mort- 


when with 


compared taxable is- 
sues after taxes. The premium 
sheuld prove to be of little con- 


sequence if it is properly amort- 
ized. While price fluctuations in 
partially tax-exempt issues have 


been somewhat wider than that of | 


taxables, there is an indirect sup- 
port because of the 
to the corresponding taxable ma- 
turities. Fluctuations in the par- 
tially tax-exempt issues appear 
likely to be less wide than for cor- 
porate issues and, as time goes on, 
greater stability should be wit- 
nessed in these issues as the call 
date approaches and as the scar- 
city factor becomes more appar- 
ent. 
Fully Tax-Exempts 
tax-exempt state, 
nicipal and authority issues can 
be suitable investment media 
provided the quality is high. Tre 
maturity should not be over 15 
years and the bank should be 
compensated for poorer liquidity 
and marketability. 
empt issues are especially desi - 


Fully 


able where the bank is in the in- | 


come tax bracket between $25,000 
and $50,000 per annum and pos- 
sibly faced with a tax approaching 
93%. One should recognize, 
course, that prices of fully tax- 
exempt issues reflect, in many 
‘ases, the tax exemption needed 
by individuals in higher income 
brackets. One should recognize. 
elso, that the needs of states and 
municipalities are great and that 
the supply of bonds in the years 
ahead may increase appreciably. 
Municipal credits that are sound 
‘today. may not enjoy that status 


tomorrow. It is anticipated that 
under the new national housing 


legislation a very sizable amount 
of fully tax-exempt issues will be 
coming into the market with ma- 
turities running from 1 to about 
40 years. These obligations may 
enjoy something of a_ Federal 
Government guarantee and may 
well prove to be attractive io 
bank investors as well as others. 
Thus, one must watch carefully 
both the credit of the issuers and 
the supply of new fully tax-ex- 
empt securities that may come 


relationship | 


mu- } 


Fully tax-ex- | 


of | 


into the market. While the sip- 
port of long-term government 
bonds seems assured, no_- such 


support exists for any other long- 
term obligations. 
Corporate Bonds 


Corporate bonds, generally 


| speaking, are not suitable for in- 
vestment of bank funds, other 


than for a small portion of savings 
deposits. The yield spread at 
present, when measured. after 
taxes, in most cases is inadequate 
compared with that on partialiy 
tax-free Governments. Because of 
the long maturities the future 
|quality is an unknown facto) 
Marketability not always 
sured and no market support ex- 
ists for these Where the 
quality and yield spread in com- 
parison with the after tax yield on 


is 


as- 


issues. 


| partially tax-exempt U. S. Gov- 
ernment securities is adequate, 
|railroad equipment. trust issues 


may rightfully be considered. 
Conclusions 

Business appears to be under- 
going a painful yet healthy read- 
justment, The forces of inflation 
have been relegated to the back- 
ground and are not likely to re- 
appear soon unless so forced by 
action of the Congress and the 
Administration. This we do not 
expect as the longer term conse- 
quences would be too unpleasant 
to contemplate. The money and 
capital markets will continue t 
be dominated by the Federal debt 


and controlled by the monetary 
authorities. The long-term gov- 
ernment interest rate appears 
fixed at 245%, at least for 1949, 
and low interest rates appear 
likely for an extended period. 
Nevertheless, uncertainties © stil) 





prevail in our social welfare type 
of economy, and threats from the 
ecutside cannot be ignored. Under 
existing circumstances, the best 
safeguard against all contingencies 
| for the investment of bank funds 
}is a well-rounded maturity dis- 
| tribution, with the funds invested 
}in issues of quality under all cir- 
| cumstances and with a high pref- 
lerence for U. S. Government 
curities. 


se- 


The Thousand Dollar 
Car—APotential Reality 


gages should increase, with the (Continued f 
higher return afforded by these . And to complete the confusion 


instruments, then the longer dated 
bond holdings should be reduced. 
the holding of mortgages is 
high, then the bonds held need to 
be of the very highest quality, 
preferably U. S. Government 
curities. For the remaining 40% 
of savings deposits, one should 
hold about 5% to 10% in cash or 
the equivalent of cash, such as 
Treasury Bills and Certificates, 
with the remaining 30% to 35% 
invested in 1 to 10 vear govern- 
ments, similar maturities in high- 
est grade fully tax exempt se- 
curities or railroad equipment 
trust obligations of highest quality. 


se- 


Iligh-Grade Issues Only 
Banks should invest 
high-grade obligations: 
bonds definitely are not suitable 
for investment portfolios and, 
generally speaking, long-term 
bonds are not desirable. Where 
corporate bonds are purchased 
they should be of highest grade 
and provide an adequate spread 
in yield above U. S. Government 
obligations. Convertible bonds 
can be acceptable but they should 
be purchased only upon their in- 
vestment characteristics with due 
consideration for quality, maturity 
and yield. 


in 


only 


Partially Tax-Exempt Treasuries 

Partially tax-exempt U. S. Gov- 
ernment obligations have _ been 
proved to be a very desirable in- 
vestment media. Use of these se- 
curities, however, depends upon 
the income tax bracket of the in- 
dividual institution and, of course, 
a satisfactory yield relationship 





Credit | 
'so heavily on his dividends that 


even the monetary system has not 
escaped the meddlers. We've been 
subjected to a so-called ‘““‘managed 
currency” that manages to do 
nothing but keep us in utter dark- 
ness concerning the true value o! 
ouy savings and investments. 


The Tax Bite 
As if this weren't enough, we've 


rom page 17) 
the business structure of the na- 
tion. The sources of new capital. 
so necessary for the healthy 
growth of industry, are being 
dried up. 

Of course, it’s rather difficult to 
get the man in the street 
cerned about the tax woes of cor- 
porations. Bui let’s see what tax 
rates are doing to the standards 
of living of all our people. 


cone 


got to pay for it, too. What is left | 


of our competitive economy is in 
a fair way to be taxed right out 
of business. The bite of Federal 
corporate taxes today amounts to 
38% before the residual earnings 
can be made available to the peo- 
ple who put up their savings for 
the business as a return for their 
investment and the risks involved. 

In addition, the investor is taxed 


it is becoming more and more dif- 
ficult for industry to find the risk 
capital it needs for healthy 
growth. This difficulty of obtain- 
ing new capital is reflected in the 
ridiculously low prices of stocks 
on the New York Stock Exchange. 
Shortage of Risk Capital 
When corporations had to go to 
the market for new security is- 
sues, they were able to raise less 
then one-fifth of their funds 
through the sale of stocks in 1948. 
The other four-fifths had to be 
raised through the sale of bonds. 
In other words, corporations in 
1948 were able to raise only 19% 
of their outside canvital funds out 
of equity or risk capital compared 
to the already low 30% of 1947. 
This is a pretty clear picture of 
what high tax rates are doing to 


Tax Rates and Selling Price 

Anyone who is even slightly dry 
behind the ears in economic mat- 
ters knows that in the end all 
taxes must come out of the pocket 
of the consumer. When the gov- 
ernment slaps a heavy tax ona 
corporation it is really taxiig the 
man who buys the corporation's 
product. This is because of the 
simple economic fact of life that 
all costs that enter into the manu- 
facture of a product must be cov- 
ered by its selling price. 

The man who buys a car usu- 
ally knows that he is paying a 
Federal excise tax of about $90 or 


more. He knows that he is pay- 
ing a state or city sales tax that 
usually runs about 3% of the 
price of the car. 

But what he doesn’t usually 


think about is that there are a lot 
of other taxes he is paying, too. 
The income and withholding taxes 
paid by the mea who make and 
sell the vehicle are also a part of 
the car’s selling price. So are the 
corporation taxes, the property 
taxes, and all other taxes tnat are 
imposed upon the manufacturing 
and distribution organization. To- 
day’s average car in the lower 
price brackets contains about $450 


worth of direct and indirect taxes 

Four hundred and fifty dollars 
in taxes! Is it any wonder that 
the world market cannot buy the 
ten million cars annually that it 
needs? 

Unrealistic tax rates are serious- 
lv cutting back our standards ot 
living. And other unrealistic eco- 
nomic meddling is curtailing in- 
dustry’s ability to produce, pros- 
per, and offer stable employment, 


Results of “Planning” 

For the past twenty-odd years, 
assorted groups of stargazers and 
bureaucrats in Washington have 
attempted to direct the course of 
this nation’s economic affairs 
Their ingenuity in finding ways 
to spend our money has been truly 
amazing. They have succeeded in 
running the public debt to astro- 
nomical heigats. They have wat 


ered our currency and urtured 
the philosohpy that the way to 
get more is to work less. They 


have driven investment capital te 
cover. And they have completely 
disrupted the orderly conduct of 
our day-to-day business. 


The Depression 

Now, nearly everybody in the 
country seems to know that there’s 
a depression moving in on us 
Everybody, that is, except a few 
of these long-haired bureaucrats 
in Washington. 

What are we going to do about 
it? 

I have spent 50 years of my life 
in industry and by now have been 
through several wars, revolutions 
recessions. In the meantime, dur- 
panics, depressions, inflations, ana 
ing the past 20 years, the protes- 
sional managers, the economic 
group to which I have the honor 
of belonging, have been pushee 
aside in the discussions of eco- 
nomic problems by left-wingers 
and Pied Piper politicians. 

In spite of this, I am going to 
make a few suggestions today for 
arresting further movement inte 
depression. There are still some 
things that we can do to give us 
the $1 000 car and a $5,000 6-rcom 
house of decent e1ough quality for 


2 voung American GI and his 
wife to raise their kids in. 
What We Must Do 

Here are five steps which we 

can take to get our economy on an 


even keel again: 

(1) We’ve got to quit yammer 
ing, yapping, and griping about 
how badly off we are. This coun~ 
try possesses the best industriat 
facilites ever known. We are rich 
in natural resources, skilled 
workers. and experienced man- 
agers. All we need is a little com 
mon sense in making full use of 
these advantages. 

(2) We must repudiate, onec 
and for all, the philosophy of the 
hand-out that has grown up im 
the past 20 years. Let’s think ane 
talk more about what we can give 


and less about what we want to 
demand from the other fellow. 
Hard Work Needed 
(3) We must all take off our 
coats and go to work again. Neo 
economy has ever yet been abie« 


to survive on a take-all and give 

nothing basis. The Romans learned 
that to their sorrow several cen 

turies ago, and later on, so did 
the Spanish conquistadores. 

During recent years we have 
seen various pressure groups or 
ganize raids on the United States 
Treasury under the guise of sub- 
sidies, stabilization payments, 
bonuses, or just plain relief 
These groups have not been |loot- 
ing conquered races, did the 
Romans and Spaniards. They have 
been looting themselves and all of 
us. But the result will be the 
same that befell the earlier looters 
—political and economic cnaos ang 
collapse. 

It is certainly high time that we 
who have spent vears of harad 
labor to build this great industry 
of ours, raise our voices in pro- 
test to the “gimme” boys. We 

(Continued on page 34) 
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The $1,000 Dollar Car 


—A Potential Reality 


(Continued from page 33) 
know that this country was made | 
great by hard work and honest) 
sweat. And we know that that! 
is the only way it can stay great. 

I repeat, it is time that we all 
take off our coats and go to work 
again—the guys in blue jeans and 
the guys in white collars. Costs) 
of goods and services cannot be| 
brought down with a 40-hour 
week and a short measure of work 
for high hourly rates. The only 
way we can build the $1,000 car | 
is with an honest day’s work at 
an honest day’s wage. 

Demand Lower Tax Rates 


(4) We must demand lower iax 
rates. We are not going to get 
the $1,000 car and the $5,000 home 
with tax rates at their present 
level. Sure, we have to pay off 
the public debt. But I am quite 
convinced that the way to get 
more money for servicing the debt 
and paying for essential gover4- 
ment services is through lower 
tax rates. 

Every successful merchant is 
familiar with the technique of 
lowering the rate of his return to 
get a higher return in total dol- 
lars. The same principle applies | 
to tax rates. At present rates, 
taxes are killing the goose that 
lays the golden eggs. 

Last year’s investment figures 
tell the story. If industry is to 
attract the capital necessary for it 
to grow and perpetuate itself, 
we've got to lower the tax rates 
that are discouraging new invest- 
ment. 

And if consumer purchases are 
to stay at a level that will main- 
tain and improve our standards| 
of living, we’ve got to lower the 
tax rates that are inflating the 
prices of goods. 








Controls and Laws of Economics 

(5) We've also got to rid our 
economy of other meddling by the 
planners. After 20 years of ex-'! 
perimentation, we should by now, 
have learned that you can’t con-| 
trol the laws of economics by 
legislation any more than you can, 
legislate away the law of gravity. 

We must demand that the gov- 
cinment quit pegging  interest| 
rates and generally monkeying | 
around with the credit structure. | 
Let’s challenge the government to 
release American business, bank- 
ing, and industry from the bed- 
lam of controls. American busi- 
ness must get out of this snake pit 
of interference with the daily 
processes of production, distribu-| 
tion, and the use of money and 
credit in the production of goods| 
and their flow to the American! 
eonsumer. | 

a2us demand that the govern-| 
ment start moving back to the use 
of gold in our monetary affairs. 
You just can’t have a stable econ-| 
omy built on a paper base of un-| 
stable money. 





Summary 

To sum up, in the past 20 years | 
we have imported a lot of crack- | 
pot methods of running our econ- 
omy. We have seen where these 
methods have led our neighbors} 
abroad, and we can see pretty) 
clearly where they are leading us. 

There is still a way for us to 
duck the depression that threatens | 
to move in on us and to obtain | 
the things we have come to expect 
from our American system, as 
symbolized by the $1,000 car and) 
the $5,000 home. 

Let’s try that way this time. 

It means hard work and honest | 
sweat for all of us. It means chuck- 
ing out the economic stargazers | 
and meddling planners. It meaas | 
sound money and interest rates 
established in free money mar- 
kets. It means a reasonable tax 
structure and common sense pub- 
lic expenditures. 

In short, let’s go back to the 
American way of running our 
country. 





| spread, etc. 


What Other Dealers Say About the 
NASD and Its Policies 


(Continued from page 3) 
dealers would resume the tactics that resulted in SEC 
We can’t see that present rules have hurt our business. * 


LOS ANGELES, CALIF. 


and NASD. 


be a member of NASD? 
80% of the securities business firms.” 


SMALI. COLORADO TOWN 


at any time but a tremendous amount of time is required to make up 
a schedule of transactions over a period of two or three months. 


DENVER, COLO. 
The questionnaire has been filled in as requested. 
make a very pertinent comment. 


beginning in 1909. 
vestment business in Denver. 
City, you may not be aware of the fact that your continued attacks 


on the SEC and the NASD are regardea with amusement through- | 
The question has often been asked, and | 


out the rest of the country. 
is being asked every day, why you, as head of an old and conservative 
financial publication, should suddenly be espousing the cause of the 
cheap mining and oil stock brokers. It certainly is adding nothing 


to the reputation of your publication, nor to that of you personally. | 
In view of the fact that your ideas are not at all in agreement with 


the leading iirms in the industry, it is hard to understand why you 
persist in your destructive type of criticism. 


you are being subsidized in this campaign by various organizations 
on the outer fringes of the industry, and whose efforts in the past 
have been proven constructive neither frora the standpoint of repu- 
table investment dealers nor the investing public. 


SMALL ILLINOIS TOWN 


I am returning herewith your questionnaire regarding the NASD. 
_In regard to question No. 2 which I have marked ‘‘no” I don’t 
believe the NASD should have the right of forcing its members to fill 


out questionnaires disclosing the spreads on principal transactions or | 
the service charges on agency transactions until such time as it can | 


by law, limit the profit or mark-up by the securities dealers. 


In regard to Question No. 3, it seems to me that this is purely an 


unnecessary duplication of the powers of the SEC. All dealers are 
checked periodically by the SEC ana until a complaint has been 


effort. 
tigator, prosecutor, judge and jury. 
of monopoly and restraint of trade. 
that this rule does restrict the market but it is somewhat difficult to 
say to just what extent. However, in regard to this situation, it seems 
to me highly inconsistent that the NASD will permit me, as a dealer, 


to sell a stock such as Tucker to the public, in which I would have a 
write-up of 10% —and there are many issues that have been sold in 


| syndicates at mark-ups cf from 6 to 15%——but yet frowns or subjects 


me to considerable inconvenience if I use a mark-up in excess of 5% 
on securities which I have every reason to feel are sound purchases. 
On the other hand, the NASD could be a force for considerable 
good in the investment industry if it would devote a reasonable 
portion of its efforts to the education of the public regarding the func® 
tion of the investment dealer or investment banker. However, I am 
afraid anything as constructive as that would be asking too much. 


LOS ANGELES, CALIF. 
Do not approve of any regulation. * 


SAN FRANCISCO, CALIF. 

It seems to me that the SEC has done a lot of good for this busi- 
ness and in protection of the investor, although like all such bodies 
it has a tendency to reach out for more and more power. However. 
I cannot see the justification for NASD at all. Why have two bodies 
doing the same things” 


SAN FRANCISCO, CALIF. 
You have correspondence in your files from me concerning 5% 
To properly avpraise this entire subject, dealers should 
have the full benefit of facts and conditions which preceded the cre- 
ation of the 5% spread. The problems whieh confronted the industry 
at that time were 20% and 30% spreads, and it was infinitely better to 


provide a pattern as to what most reputable houses were doing, and to | 


present it to dealers as a guide, than to subject the entire industry to 
policing by the SEC, which was then imminent. You have been ex- 
tremely diligent in trying to help the industry by publishing repeated 
articles on this matter. but without these conditions which you criti- 
cize, the industry would be worse off today. 
SMALL NEVADA TOWN 
Why stop at the NASD? The whole damn SEC should be dumped 
with it. - 
NEW YORK CITY 
As an underwriter you are authorized by the SEC to take 15% or 


| 20% discount of common original distribution, giving your partici- 


pating dealers 10% to 12%. After the deal is sold, to help protect 
the market there is no incentive for the dealer to aid by selling the 
stock with only “5% mark-up.’ His salesmen will not cooperate. 
The Result! Your “after-market’ goes down. The rest of the dealers 
complain because their customers complain and there you are in a 
hell of a mess. Everybedy is in a hell of a mess. 


SEATTLE, WASH. 
NASD should be put on a voluntary basis and in our opinion all 
dealers in securities should be examined regardless of whether they 


*Commented anonymously. 


You may not know it, | 
but there is considerable talk around the country to the effect that 


| more so. 
registered with the NASD, I see no reason for the duplication of | 
Under the Constitution and Bill of Rights, I dc not believe | 
anyone has the legal power to sit in judgment and act as an inves- | 
| gent jub. That, as we see it, was what the founaers of our govern- 
Regarding Question No. 5, it seems to me that smacks very much | 
As to the effect of the 5% mark- | 
up rule on the market for securities of smaller corporations, I feel | 


are NASD members or not—local dealers by the state and national 
dealers by the U. S- Government. There should be a uniform blue 
sky law arrived at by conference of State Blue Sky commissioners. 
Would take time. 

TACOMA, WASH. 


Approve your continuing interest. 
PORTLAND, ORE. 


I am much in favor of the Securities Act and the NASD. It 
a great help to our business. I do not agree with your opposition. I 


is 


| am afraid you are influenced by dealers who do not believe in the 
Please explain how it is possible to be in this business and not | 
I note they say their membership “includes | 


fair trade policies of the association. Certainly we had plenty oi 
racketeering in the business before the SEC act was passed and we 
are still sutfering from the injury to our standing. Incidentally I 


| don’t give the New Dealers credit for this one piece of good legisla- 
| tion. 
Records shculd be kept so that an examination could be made | 


It was overdue and any administration would have had to pass 
something like it. I am sorry you oppose. 


SMALL ILLINOIS TOWN 


We have to reverse the trend at once which is wittingly o1 


| unwittingly penalizing ana piling on increasing burdens upon the 
May I now 
\ I am an old New Yorker, and | 
engaged in the security business with Kissel, Kinnicutt & Company | 
For many years now, I have maintained an in- | 
Being situated as you are in New York | 


back of the private enterpriser and producer, which is resulting in 
the decline of their strength and numbers progressively while at the 
same time, increasingly favoring the socialistic non-producer type 
of citizens. This, of course, is the surest way to gradually do away 
with our American free enterprise system and substitute for it, more 
and more state socialism for the entire country.* 

NEW ORLEANS, LA. 

The NASD is not perfect, no one is, but the industry must haye 
some self-regulation and this is better than having none. The SEC 
and NASD do overlap. 

ST. PAUL, MINN. 

In the first place ours is a small firm, composed of four principals, 
three “cubs” and three girls. Our experience goes back 30 years 
and we handle everything from U. S. Government and high-grade 
tax exempts to “venture” stocks. We believe our reputation in the 
community is good. 

As to your questions, we feel there is just enough of the “have 
you stopped beating your wite” variety among them to render them 
useless in a serious effort to poll the NASD membership. Yes and no 


| will not do. 


Personally—-and it must be personal, because the fellow who sits 
next to me and who talks over all problems with me, as I do with 
him—is Vice-President of the NASD. He has been active in its work 
for years. And I! have had the opportunity to appraise his efforts as 
they reflect into the working organization. When the Maloney Act 
was passed and NASD was sct up, | must admit my natural dislike 
ef multiplied bureaus made me unsympathetic if not antagonistic. 
My conclusion now is that the results are good. 

I am a Republican and do not like bureaucracy. Mr.——-— is even 
Our theory of good government under the American system 
is not “vox populi, vox deii’: but that competent and interested 
representation which knows its way uround, elected by the people, 
and functioning through proper organization does the most intelli- 


ment had in mind. In a sense they feared “democracy” so-called. 
The answer then, as I see it, is to keep the NASD, but make sure 

that our representation on its board is high grade, competent and 

interested. That will assure an even keel and good results. 


PORTLAND, ORE. 

Have always been sympathetic toward the original aims of SEC. 
See no reason why we should be called upon to support NASD as a 
self-regulatory organization. 

SMALL PENNSYLVANIA TOWN 

The NASD is of no use. inasmuch as the SEC has the 
authority. It is simply an added burden in the way of a TAX. 
a ‘big stick.” 


sanre 


Just 


NEW YORK CITY 
It is my opinion that the NASD is an organization in restraint of 
trade. If you'll finance the suit, I'll take it up to the Supreme Court. 
NEW YORK CITY 
We have never been able to make 5% and have found each 
transaction has to be done on a personal basis. No fixed set rules can 
apply. 
sli NEW YORK CITY 
The NASD is. to me, an “excrescence on the face of the earth” 
and is unnecessary. The SEC really does a good job and there should 
be no over-lapping functions. 
NEW YORK CITY 
Resigned from the NASD because I do not believe in being 
compelled to pay for the existence of an organization which is neither 
representative of the majority over-the-counter dealers nor does it 
represent the best interests of the majority. Am not in favor of the 
abolition of the Maloney Act insofar as the SHC is concerned. Am 
in favor of the SEC and the continuance of the Act only to the extent 
of the fraud provisions of the SEC Aet. This is not exactly pertinent 
to your questicnnaire; however, I believe the solution to the poor 
business in the securities business is not for the large stock exchange 
house to try to undersell the over-the-counter houses in order to 
obtain their business, but for them to educate the public as to quality 
and knowledge of the business instead of quantity and plain order 
taking. I think you are the only organization that has done anything 
to improve conditions for the over-the-counter brokers and wish to 
commend you for it. Too much of the education of the public is 
being left to the over-the-counter brokers who in most instances 
presonally see prospective irivestors and oifer securities 01 growing 
American enterprises. In many instances these same prospects then 
go to the stock exchange houses to buy or sell due to their lower 
commission rate, but lacking the thorough knowledge of the par- 
ticular industry being sold. The customer then loses hundreds of 
dollars in principal while he saves a paltry few dollars in commission. 
Having been a customers’ broker with stock exchange houses and in 
the business for over 20 years I know whereof I speak.* 
NEW YORK CITY 
While bulk of our business is on commission basis, we object to 
“over-regulation” especially when conducted by so many different 


*Commented anonymously. 
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MIAMI, FLA. | — — =a 
. - . . | ; ' 

Ve think the 5% rule is unfair. We are for free enterprise. | |} . | 

The fewer regulatiecns by the Federal Government the better. | |]! Business 

America’s greatness was built by free men, not Govrnment bureaus.* | jf} _— odin 
MIAMI, FLA. |) M Fi. 
. . . . . . . . . iil : 
Our experience with unlisted securities is entirely in disposing | | L CLit S 

' of them for our customers. The amount of time and effort necessary | |}} 
to sell some low-priced stocks is worth a lot more ian 5% i} F 
ie, | ookshelf | 

SMALL FLORIDA CITY e 

I feel that the NASD should be totally abolished. It is definitely a ———— 

in restraint of trade The SEC has the authority and power to " : T Polit 
. . ‘ ivan ra ‘ o ) » ) - 
regulate our business, consequenily the NASD contributes absolutely Day oi Leone raga ll rn 
: : : : ; : ve 1 ic rallenge ( 
nothing for which I pay yearly dues. I am forced to pay in orde -_ and ae eaerine i, “A 
4 . ° > = . x > » ¢ } - inNé 4 > 
to be in business. Surely hope your effort will be effective in this the West--Davia Cushman Sern 


sencies This is our reason for not being members. of NASD. Ili 
all brokers and dealeis peionged to this o:ganizauon wherevy ans | 
rules on transactions that may be questionable between _ brokers | 
could be ruled upon by the ruling committee, we could see some 
reason for the orgunization’s existence. 
NEW YORK CITY 
As a veteran of World War T (U. S. Army) I fought to do awav 
+} >] P * i , . * r . . , ‘ > 
with totalitarianism. We file an annual financial report to the SEC 
al considerable expense and see no reason for the NASD 
NEW YORK CITY 
- Kee uD t] 700d work—-the dealers appreciate your 
Chronicle : 
NEW YORK CITY 
Under preset { rules and regulations of both the SEC and NASD 
the Securitic yusiness Is fast Decoming extinct.* 


NEW YORK CITY 
The Maloney Act bas been a detriment to the business through 
NASD actions and has created animos:ty amongst the Dealers, mem- 
bers and non-members, and this is not American. aside from being un- 
constitutional. I will never join an organization which 
HAMMER-OVER-HEAD methods to its members vs. 
to stay in existence. 


nas to use 

non-members 
NEW YORK CITY 

The iF 


tions in any 


¥% rule is generally oe 


fiowever, there must be excep- 
rule. * 


NEW YORK CITY 
[ approve and believe in the SEC and think it is their province 
end duty only, to regulate and supervise the entire Securitics busi- 
ness of the country, subject to final review of all their acts and regu- 
lations and decisions, by the proper judicial courts of the country 
if any such review is asked for. R 

. NEW YORK CITY 
Congratulations on your efforts to change and improve this situa- 


tion—Good Luck 


NEW YORK CiTy 


| who has had some exverience. 


Phere are too many laws and regulations in the security business. | 


Competition and the reputation of reputable dealers should be given 
more opportunity to assert themselves.* , 


MOBILE, 
One ot the biggest troubles with 


ALA. 
the Securities Industry of today 


is that it is over-regulated and hide-bound by red tape with detri- | 


mental conseyuences to both dealers, corporations and customers. 
We think this is true not only because of NASD regulations. but also 
SEC regulations and policies. We particularly object to the NASD 
rule prohibiting discount to nonmembers, as we are sure this defi- 


“4s é > $2. oy os at ne 99,.,J 
respect. Harper & Brotners, 49 East 33rd 


SOCK E Street New York 16, N. Y. 
LOCKFORD, ILL. Cloth S300 


As a trade essociation, to promote a better understanding of our 
business, to give us better selling campaigns and ideas, to show us how 
to do a better job, to give us sales schoc!s and conventions, to bring 
us together to work for a higher professicna! standard by mutual 
cooperation and suggestion, it (NASD) has completely failed. And 
this should new be the direction in which it should be pointed. We do| 
not need a perpetual policeman standing every day beside our desks 
This function has been completed—-we no longer need it.* 


Foreign Exchange Quotations— 
| Folder listing 143 quotations of 
the currencies of various countries 
throughout the world and contain- 
ing two tables showing decimal 
equivalents of common fractions 
'and shillings and pence—Foreign 
Department, Manufacturers Trust 


SMALL ILLINOIS TOWN 


i E ; |Ccompany, 55 Broad Street, New 
I nave been engaged in the security business since 1922, a deale: | yo;~K 15. N. Y 
since 1935. During the 1920s I was a salesman with the largest | 
underwriters, with commissions allowed per bond the usual $2.50, ‘ vn 
Poe ‘ae ’ > Intelligent Investors, The — A 
te a miximum of $5.00. I did not pile up much wealth. In 1930 - : “opie 
: : : Book of Practical Counsel—Ben- 


I was out on my own and found it necessary to go into business for | ~~~. ea : 

ss : A é ene : 5 ~ |jamin Graham—Harper & Broth- 
myseli or get out. About three years ago, I employed a salesmar ers. 49 East 33d Street. New York 
1 found the time it took to supervise 2 . 


| his work and keep the records made that venture unprofitable. 1 | 16, N. 1 Cloth—$3.50. 

have a son who will receive his Ph.D. from Harvard in June. His| . oc , 
education has been in the tield of business and economics. I had _ Outlook for Continued High 
hoped to have my business in shape when this time arrived to take Employment, The —Tool Owners 
| him into business with me. He has accepted a position in one of | Union, 13802 Massachusetts Ave- 
the large state universities as an instructor. I did not have the heart | "UE, Lexington 73, Mass.—Paper 
' to ask him to come into a business with as little to look forward to | 29€. 

‘as the retailing of securities. I do not see how a business at this - 

level can survive with the best to look for a few months well in| Specter of 1953, The—Discussion 


riitely restricts distribution of securities. We feel that the NASD | 
should be continued, but we believe its regulations and policies 


should be modified. Furthermore, we think that the securities busi- 
ness, as set up today, is one of the tightest monopolies in American 
Industry. a condition which is the result, to some 


laws and regulations. 


BIRMINGHAM, ALA. 
We co not like to be regulated. We also think NASD is for 
the better: something worse, for instance. a disclosure of profits. 


Regulation is here to stay and we had better suffer the ills we have 
than taxe a chance on being called on to show cur profits. Our opinion 
is that stock exchange firms would noi mind to see the latter put in 
effect. There are security dealers that would not hesitate to apply 
all the tratfic would bear. Look at what happened when OPA was 
taken off. Human nature is the same in all business. 


4 TTI * 
4 d E 


7 


LO 


ROCK, ARK. 
I ahink 5% is enough make on an outstanding 


issue is something else. 


f 


security; new 


LOS ANGELES, CALIF. 
What 

them: * 
' DENVER, COLO. 


ay 


\ 


| considered before NASD or any other regulatory body sets an arbi- 
| trary 
| and will continue 


AT . . s . : i o wae " ‘rate itv r ite Ww business.* 
does NASD do for the industry to justify the dues paid to the Investment fraternity run its own bus 


extent, of existing | 


dealers.* 


Ve believe in self-government.* 
DENVER, COLO. 

On what are termed “penny” mining stocks, or stocks selling 
under $1.00 or $2.00, I do not believe any investment dealer could 
successfully operate on a 5% mark-up. On the other hand, if a 
dealer is selling securities for $20.00, $50.00, and $100.00. and he. 
tock my profit greater than 5%, J think he should be put out 2f 
business. The investing public is entitled to tair dealing at all times, 
and that is the main thing to be taken into consideration. This 


thing of buying a security at $30.00 and unloading it on a customer 
at $40.00 is a practice that should be stopped 
in the old days. 


. | I feel that NASD is doing some good work. Also, | 
unk the 


“Commercial and Financial Chronicle’ has been doing a 


Tine job holding them in line because. the way they started out, if | ble limit 
they were let go I think most of us would be out of business today. | laa 


with the exception of the choice few. 


SMALL FLORIDA CITY 
There is no question in our mind that we are gradually going to 
see the elimination of the small investment cealer firm. 
‘the small municipal firms are practically out of business, except 
those that have turned to selling investmert trust shares. In order 
to receive commission in investment trusts, it has become necessary 
for the dealer to belong to the NASD. : 


it was very prevalent | 


ihe black out of several vears. We have arrived at this point largely | of planning necessary tor the end- 
due to legislation and the effort to make people feel that in the | ing of the Marshall Plan—United 
purchase of securities they were more likely to be defrauded than | States Council of the International 


that they were dealing with responsible people. The necessity to; Chamber ol Commerce, Inc., 18 
deliver a prospectus and the restrictions on advertising place the | East 41st Street, New York 17, 
security business in a most peculiar position if there is an economic | N. Y.—Paver. 


need for the business. Lecal papers carry a large amount of adver- 
tising of the Home and Loan Companies, stressing the Federal Guar- 
antee of deposits. That is the kind of risk capital available for 
investment.* 


Studies in Income and Wealth— 
Velume 11—National Bureau of 
Economie Research, Ine., 1819 
Breadway, New York 23, N. Y.— 
Cloth—$6.00. 


CHICAGO, ILL. 
A hard and fast percentage cannot be set for different qualities 
of securities. Different percentages on securities purchased against 


orders and those from inventories. * Issues Involved in F e deral 
; Budget—-In the current issue of 
CHICAGO, ILL. “Tax Policy,” Vol. XVI, Nos, 


We admire your fight for the small dealer and if you don’t win 3-4 (March-April, 1949)—Tax In- 


we are practically all washed up.—(Signed) In business in Chicago | stitute, Inc., 150 Nassau Street, 
25 years, member Chicago Stock Exchange and afraid to sign firm |New York 4, N. Y.—Paper—25¢ 
name. Nice situation!* (special prices on quantity or- 
CHICAGO, ILL. ders). 
TT 
I don’t believe in exorbitant profits but I do think everyone 


connected with the security business is entitled to a fair profit or 
wage. And the time and effort one devotes to a situation should be 


Columbia Gas System 
wi Stock Offered at $12 
“<t’ First Boston Mer. 


The directors of The Columbia 
Gas System, Inc., have fixed a 
subscription price of $10 a share 
‘for the 1,345,300 shares of addi- 
tional stock the company is offer- 
ing to its stockholders. 


before 
solution ) 


functioned for 
they are gone. 


Che 


years 


industry 
atter 


mark-up. years 


(The 


SOUTH BEND, IND. 
We are very appreciative cf your efforts in behalf of the small 


SMALL IOWA TOWN 
Elimination of the small dealer and improving the position oi 
the N. Y. Stock Exchange firms seems to be the objective of NASD. 
SMALL IOWA TOWN 
Can see no benefit either to the public or dealers from NASD. 
High dues are building up a surplus which can only lead to extrava- 


There will be mailed to stock- 
holders oft record at the close of 
business May 24 transferable sub- 
scription warrants giving them the 
primary right to subscribe at the 


'gance. One does not dare to resign, it’s almost a form of blackmail. ‘rate of 1 share for each 10 shares 
WICHITA. KAN. held and an additional privilege 

- ; ' . — ‘ to subscribe to the shares not 
Since the questions on your printed form reauire a YES or NO taken under the primary rights. 


opinion. Therefore, the 
should be some reason- 
Might well be in- 


answer it is impossible to reflect one’s rea 
There 
drastic. 


F The subscription offer will expire 
on June 14. 


The proceeds from the sale of 


following comment: Question No. 1 
Five percent may be a little 


creased a little. No. 2—No. No. 3—Yes. Thirty years of experience | ili | 1 to fi 
. . . . . . > Ke 4 > Se ¢ ‘ee 
| indicates that such an examination is a good preventive of abuses | t 1e — < hed i . et fa Pe ge 
It is as valuable in the securities business ; Part Of the systems i9a9 con= 


Already | 


This is only one reason why | 


we feel sure that all municipal dealers would favor the abolishment | 
ot NASD. 
ST. PETERSBUKG, FLA. 

Splendid work Herb—wish you success. 


ST. PETERSBURG, FLA. 


I cannot see any advantage in NASD except membership is neces- } 


i Investment 
SEC 


improbable the issue af worthless securities.* 


sar \ order to sell certain issues such as 


I approve of many things accomplished py which have made 


Commented anonymously. 


Fund shares. | 


and is in public interest. 


struction program. In March the 


as it is in the banking business. No. 4—Having served on District aucaal ‘old $20.000.000 of 3% 
Committee and on National Advisory Committtee, I am convinced pe ah ving pe anne oe sell $11. 
that it is the most satisfactory method, and is not unlike banking | Gebentures anc plans to sell orn 


500.000 additional debentures later 


departments contiol over banks. The accused has recourse to the |“ th i. ananeeiae al fi 
-o . ’ : : se 7 = ° : y . rear . Ita > =< 
Courts if he thinks the penaity is unjustified) No. 5—This rule is/?" ‘« jen ain te shi aaah 
. ene > “ . ¢ ’ Oo ‘a "e( . s ar’s 
justified for the reason that membership does have value and there " ncing requare S 


: . , construction. 
is no reason why nonmembers should be given the benefits without ©?! structiol 


° : earns ¥ > m Tha KRire Hc ‘ . ic al oO 
assuming any of the costs and responsibilities. No. 6—The Maloney The First Boston Corp. 1s acting 
Act should not be repealed, but probably should be amended and | as the manager of a nationwide 
liberalized |group of securities dealers who 


will be compensated for obtaining 


WICHITA, KAN. subscriptions and for _. selling 
I > 

Your fearless but fair analysis of the underlying philosophy of | shares of the new stock to new 

. . - . sternly 1 nave r nye ‘2 > < 

the very existence of NASD has our complete accord. We belong stockholders. rhe arrangements 

'for compensating participating 


only because it is impossible to enjoy fair trade among our fellow 
those 


stock 
which 


dealers follow substantially 
used by Columbia in its 
‘offer made in October, 1948, 
| was heavily oversubscribed. 


dealers and to sell investment funds. How can we help’ 


* Commented anonymously. 
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What Other Dealers Say About the 
NASD and Its Policies 


(Continued from page 3)) 


SMALL KANSAS TOWN 


Your choice of questions and the phrasing thereos 


makes this 


questionnaire merely another of your vindictive attacks on the NASD. 


SMALL 


are in favor of 


We 


dishonest and predatory operations 
maximum 
where 


such 
situations 


believe 
have 


we do not 
yiany dealers 
the work done. 


KENTUCKY TOWN 
controls only to the extent 


of preventing 
We do not take 5% spreads but 
should be stated or inferred, as 


sven 3% not adequate fo1 


is 


SHREVEPORT, LA. 
I think your whole campaign is biased and refuses to look at 


not an 
than 


is 
less 


that 5% 
at’ far 


(1) 
are 


the facts 
transactions 


Most dealers’ 
The NASD is 


(2) 


(3) 


ironclad rule. 
5%, spreads. 


operated by the members. (4) Without NASD government the SEC 
would have to set up some other regulating means. 


NEW ORLEANS, 
Please discontinue our subscription to the “Chronicle.” 


LA. 
We are 


sick of your mud-slinging at the NASD, which we consider a meri- 


tcrious dealer organization ana 


business Ninety percent of your “ 


because of cost of dues, and give 


responsible 
dealers are objecting purely | 


for much good in 


Ves 
. 


no serious stucy to the question: 


‘Shall we permit the crooks to come back in tne business or not?” 


TOPEKA, KAN. 
We are members of the NASU but are as much against it and 


everything it stands for as we were against 
responsible 
with the securiiies business today. The man who conceived the NASD | 
was surely an Al Capene with a college degree. 
our names because we have fam-| 


from one end to the other and i: 


Levis look like a piker. 
ilies to support. and we're too old 


inswer te your recent questionnaire. 


paper for one year. 


NEW ORLEANS, 
felt that legislation and rules make people honest 
Character 


I have never 


in their dealings with others. 


Don't use 


It’s rotten 


the “Gestapo.” 
e the trouble 


for mueh of 
It makes John 
to learn to be barbers. This is in 


LA. 


makes honesiy. After 


vears of regulation by SEC and NASD, investors still may suffer ard 


' doubt that anything can be done 
bodies. 


or will be done by either of these 


SMALL IDAHO TOWN 
It dealers conduct their business ethicaily, there will be no need 
for an Act such as the Maloney Act.* 


NEW YORK CITY 


Comments on questions: (1) NO. How about investment 
spread 


now mutual funds, with a 10% 


trusts, 


or more? (2) NO. We 


joined when it was organized and resigned when they issued their 


yirst questionnaire, although we furnished the information requested. , 
[t is positively outrageous and violates all rules of privacy | 


(3) NO. 


und is one of the reasons we never rejoined. 


There is no guarantee 


that the information gained by the investigators will be held in strict 


confidence and there never can such a guarantee. (4) 


NO. It 


can 


only happen in the SEC, NASD. RUSSIA and its satelite countries. 


(5) NO 


ihe only reason 


It certainly prevents a more thorough distribution but it is 
the NASD exists. 
removed resignations would pour in. 


restriction were to be 
(7) NO.—The whole 


if that 
(G6) YES. 


thing is an expensive nonsensical vehicle to provide jobs for people 


who otherwise would be 


without 


earning power. It is doubtful 


whether anyone connected with it could earn enough on their own 
iccount to pay the minimum aues and that goes for the SEC too. 


SEATTLE, WASH. 
The unsophistacted investor should be protected from the unscrupu- 


Jcus dealer. All dealers 
solvent. 


banks and insurance companies.* 


CHICAGO, 


handling the 
We have profited frem not having to re-allow discounts io 


publie’s money should 


ILL. 


We have never taken more than 3 points on a security selling 


to 100. 


75 


security business. 


However, I do think security dealers should be subjec 


io a “surprise” audit just to keep unscrupulous persons out of the . ae 
| chasing power since prewar is in 


|; sharp contrast with the condition 


NFW HAVEN, CONN. 


From a practical standpoint, 
jittle bearing on our operations. 
as they are. we find it difficult to 
deal of the time. 


the 5% yardstick has had 
With the competitive conditions 
get a gross mark-up of 2% a good 


Our principal objection to the NASD is the added 


expense which is put upon us to support an organization which has 


previded no tangible benetits that 
security 


to us that any association cof 


It would seem 
should be for the 


we can ascertain. 
dealers 


purpose of protecting the interests of the industry from the activities 


of the SEC rather than acting as a front for that organization. 
uur feeling that the State Bank Commissioners should 
with the policing of the industry in the various states. 


1 a 
be charged 
The situation 


has been well handled here in Connecticut as you doubtless know. 


=Commented anonymously. 


With E. F. Hutton & Co. 
THE FINANCIAL CHRONICLE) 
PASADENA, CALIF. — George 
S. Hatch is now with E. F. Hut- 
ton & Co., 10 North Garfield 
Avenue. 
—_—_— hh - 


With Johnson & 
(Special to THe Financial 
SAN FRANCISCO, CALIF.— 
Fred J. Allgeo has been added to 
ihe staff of Johnson & Co., Russ 
Building. 


(Spec >| to 


Co. | 


CHRON *L®) 


With Herrick, Waddell Co. 


Special to THe FINANCIAL CHRONICLE) 


WEST PALM BEACH, FLA.— 
Melvin N. Pazol is with Herrick. 
Waddell & Reed, Inc. 


Stephenson, 
Leydecker Adds 


Svecial to THe FrNnaNncrat CHRONICLE) 
OAKLAND, CALIF.—James F. 
Keresey has been added to the 
statf of Stephenson. Leydecker 
& Co., 1404 Franklin Street. 


the | 


L. | 


Send us a subscription to your | 
| Disposable Personal Income 


| the 


| prices has dissipated $81 


| powe!} 
| prices would make possible an in- 
| increase of over 50% 


be | 


very | 
,of the entire population was 1% 


| Lowest 75 


Optimistic Factors in the Business Outlook 


from page 4) 

out mentioning or featuring the 
more significant figures on the 
rise in the level of employment. 
From the standpoint of purchas- 
ing power and marketing oppor- 
tunities the employment figures 
are- more significant. It is par- 
ticularly significant that in the 
first quarter ot 1949 employment 
averaged 204,000 higher than in 
the same period last year (in 
March employment was. 318,000 
higher than in March, 1948). 

Of even greater significance is 
the fact that the number of people 
employed and at work averaged 
632,000 higher during the first 
quarter of 1949 than in the firsi 
quarter of 1948. 

Unemployment figures as com- 
monly quoted can be very mis- 
leading because of the definition 


(Continued 


'of an unemployed person as being 


one who is looking for work. In 
other words, the labor force has 
quite volatile figures depending 
on the number of people who con- 


| sider themselves to be looking for 
| work. A good example of how this 
'can affect the unemployment fig- 


comes from analysis. of 
in the labor force be- 
January and _ February, 
In February, 1949, 1.341,000 


ure 
changes 
tween 
1949. 


were keeping house 
in January and therefore were not 
the labor force decided they 
would look for jobs in February. 
Of these, 1,109,000 founds jobs 
and were classed as employed in 
February but 232,000 did not find 
jobs and therefore were added to 
the unemployed total in Febru- 
ary even-though they did not have 
a job in January and in fact 
were not looking for a job in 
January. 

Betore becoming too 
aged about the future 
more carefully at the 
purchasing power. 


women who 


in 


discour- 
let’s look 
details on 


Real Purchasing Power 6% Above 
Year Ago; 53% Over 1940 

The real purchasing power of 
our population—that the dis- 
posable personal income. after 
taxes and full correction for in- 
creased prices—in the first quar- 
ter of 1949 was 6% above the 
same quarter ot 1948 and was at 
a level 53% over 1940. In 
other words the American popu- 
lation currently has the purchas- 
ing power ability to buy and con- 
sume over 53% more. physical 
zoods and services than in the last 
full year before we entered the 
war (table I). 


is, 


TABLE 


After Taxes (Billions) 
Consumer Price Index 
Real Disvosable Personal In- 
come In 1940 Dollars (Bil- 
lions) 


The above table illustrates 
what has happened to the real 
purchasing power of the American 


| public since 1940, showing actual 


figures reported by the govern- 
ment for 1940 and 1948 (first 
quarter) and estimated figures 
for the first quarter of 1949 based 
on the first two months, 

The disposabie personal _in- 
come rate of $197.0 billion after 
taxes in the first part of 1949 is 
at a level almost 2 and 75 times 
immediate prewar level of 
income. Inflation in 
billion 
of this new income leaving a real 
gain of over $40 billion in addi- 
tional real purchasing power. 
This gain in real purchasing 
after full correction for 


consumer 


in the num- 
ber of units or in improved qual- 
ity of goods and services that our 
population could buy to improve 
its standard of living over 1940. 
Taking into account the increase 


| in population since 1940, there has 


been an increase of 36% in the 


|'real per capita purchasing power. 


This 53% increase in real pur- 


that existed after World War I. 
In 1920 the real purchasing power 


under what it had been in 1913 
before the war started and on a 
per capita basis the real purchas- 


$75.7 


1949 
1949 In 
t Quarter Over 1940 


rease 


1948 
lst Quarter Ils 
$197.0 
170 


160% 
70 


$183.9 
168 


$109.4 $116.0 53 
ing power in 1920 was 9% under 
i913. This factor should be con- 
sidered before jumping to conclu- 
sions that we must have a repe- 
tition of the 1921 depression. 
Furthermore, the purchasing 
power of the aggregate of accu- 
mulated savings in 1920 after cor- 
rection 
2% under the real purchasing 
power of the total of savings in 
1913, whereas the 3207 billion of 
accumulated savings at the end of 


- | 1948 represented a real purchasing 


power double the purchasing 

power of the aggregated savings 

in 1939. This reserve of real 
buying power double the prewar 
level after correction for prices 

is a stabilizing factor of real im- 

portance that did not exist after 

World War I. 

Increase in Real Purchasing 
Power Shared by All Classes 
The increase in real purchasing 

power that has taken place since 


before the war has been the most |! 


pronounced among the lowest 25 
of the families, but the increase 
in real buying power has been 
substantial in all income groups 
even after accounting for the 
heavier income taxes in the upper 
groups. 

Between 1941 and _ 1947 the 
growth in real purchasing power 
after Federal income tax and price 
changes ranged from an average 
of 18.3% increase among the top 
20% of families to 41.6% average 


TABLE II 


Share of Total Money 
Income 


Ot 
Families 1941 
40% 70.9% 

15.9 
13.2 


100.0% 


Highest 75 
Middle '5_. 20 
5 40 


100% 


° 


Total 


Sh. of Added 
Real Money 
Income 


Increase in 
Real Purchasing 
Power 1941 to 1947 

19% 
24 
36 


After Taxes 
1947 

69.1% 
16.2 
14.7 


100.0% 


100% 


TABLE III 


1949 1 


Disposable Personal Income 
After Taxes (Billions). 


| Basic Living Costs to Maintain 


1940 Standard of Living for 
Food, Clothing & Shelter 
(Billions) 


Surplus Income for Discre- 
tionary Spending or Saving 
(Billions) ’ ae 

Personal Savings (Billicns) 


$75.7 


49.2 


1949 
Increase 


Over 1940 


1949 
lst Quarter 


1948 


t Quarter 


$183.9 $197.0 160% 


for consumer prices was | 


increase in 
the lowest 20% 


buying power 
of families. Simi- 
lar figures if available for thi 
first-quarter of 1949 would show 
still greater increases since per- 
sonal income in 1949 is at a rate 
higher than 1947 and Federal in- 
come tax rates have beén lowered 
While the rate of increase in 
purchasing power was not as 
great among the upper two-fifths 
of families they represented about 
60% of the total increase in real 
money income after taxes while 
the lower two-fifths of famities 
accounted for 22% ot the added 
real money income (table II). 


amone 


Surplus Money for Discretionary 
Spending Is 4 Times 19406 


The increase in consumer in- 
come since before” the- war takes 
on greater significance when the 
amount needed to maintain a 
1940 basic standard of living at 
present prices is taken out of the 
total income. The remainder afte: 
these basic living costs becomes 
surplus or discretionary spending 
power available to improve the 
standard of living or to add te 
Savings. 

In the first quarter of 1949 the 
surplus income of individuals 
available for discretionary spend- 
ing or saving has been at a level 
about four times the highest pre- 
war levels. It is even 11% above 
the high level of the first-quarte: 
of 1948. This is atter taking full 
account of the higher tax level 
and allowing for a 70% increase 
since 1940 in consumer prices ap- 
plicable to the basic living costs 
of maintaining a 1940 standard of 
living for food, clothing and shel- 
ter for our whole population. This 
leaves a balance of over $103 bil- 
lion of current income available 
for discretionary spending or sav- 
ing in 1949 compared with only 
$26.5 billion in 1940, and $92.6 
billion in the first-quarter. This 
does not include any -of the huge 
backlog of savings that have ac- 
cumulated in the last nine years 
(table IIT). 

The market potentialities of this 
fourfold increase in discretionary 
spending power have net been 
fully recognized. The discretion- 
ary spending power alone now is 
greater than the total national in- 
come in 1940. How consumers will 
apply this vast pool of new dis- 
cretionary spending power is a 
matter of their own discretion. 
They could put it into additional 
savings, into increasing the quan- 
tity or quality of their basic living 
items of food, clothing or shelte: 
or into additional things they may 
desire which they never have had 
before. Since this $103.2 billion is 
discretionary spending power be- 
yond the things considered basic 
necessities in 1940, it represents 
an open opportunity for every 
seller of goods and services, sav- 
ings plans or investments to in- 
fluence and guide the discretion 
of this purchasing. 


The Backlog of Individual Savings 
Is Three Times Greater Than 
In 1940 


[It is estimated that at the end of 
1948 the aggregate of individual 
savings, totaling about $207.0 bil- 
lion, was three times greater than 
the total in 1940 of $68.4 billion. 
This huge backlog of savings must 
be taken into account in analyz- 
ing consumer purchasing power 
since it is a form of potential buy- 
ing power available at the discre- 
tion of the consumer. The present 
total of $207.0 billion in savings 
is the equivalent of two and one- 
half times the total national in~ 
come of 1940. 


Consumer Debt Is Unusually 
Low in Relation to Income and 
Savings 
The expansion of consumer 
credit during 1947 and 1948 had 
been viewed with alarm, because 
in terms of dollars individual debt 
has reached totals above prewar 


years and the increase has been 
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relation to disposable income and 
to savings. 

Consumer debt actually is low 
according to prewar standards. It 
ould increase by between 60% to 
100% without exceeding the ratios 
which, in 1940, were considered 
conservative. Between $40 billion 
to $65 billion could be added to 
the present total of consumer 
credit and mortgages before 
reaching the 1940 relationship to 
disposabie income or savings. 

In 1929 the individual debt ta 
tal of $49.3 billion represented 
$99% of the aggregate of indi- 
vidual savings. By 1940 the ratio 
dropped to 63% and by the 


had 
end of 1948 it is estimated that 
while the combined long- and 


short-term consumer debt totaled 
$67.0 billion it was only 32% of 
the aggregate savings of indi- 
viduals. Individual debt may have 


been overextended in 1929 at 
99% of savings, but was it over- 
extended in 1940 at 63% of sav 
ings? Ii not, then present debi 


potentially could be doubed with- 
out exceeding the conservative 
1940 ratio. 

In 1929 individual debt repre- 
sented 60% of disposable personal! 
income after taxes. By 1940 the 
ratio had dropned slightly to 57° 
and by the end of 1948 it is esti- 
mated that the total of individual 
debt represented only 35% of 1942@ 
disposable income. Debt could in- 
crease over 60% before reaching 
the 1940 ratio. 


Changed Distribution of Families 
By Income Groups 

As we come into a_ buyers 
market the new market opportu- 
nities opened up by the shifts up- 
ward in income groups of families 
are a vital key to increased sales. 
The present distribution of fami- 
lies by income groups is far dif- 
ferent ‘than in 1941 The Eco- 
nomic Report of the President in 
January, 1949 breakdown 
of families as of early 1948 ac- 
cording to money 1}! after 
Federal income tax in com- 
ared with i941] 

This study 
hifts upward in 


Save a 


come 


1947 


showed | startling 
family income 
Families with incomes of over $5.- 


O00 after tax jumped from 4% of 
the total to 21% In number of 
families. the increase was more 
han fivefold-—from 1,656.000 to 
9.356.000 families with incomes 


over $5.000 after tax The total 
with incomes over $3,000 jumped 
trom $6,624,000 or 16° to 22.300,- 
000 or 50% of all families. 

As these millions of families 
move up into the next higher 
groups of disposable income atter 
tax they can change enormously 
the potential markets for goods 
anag services depending on the 
extent to which they take on the 
standard of living of the income 
syoup into which they move. If 
the 15,670,000 families who have 
moved up above the $3,000 in- 
come level from the $1.000 to $3.- 
COO level in 1941 were to take on 
the established expenditure pat- 
tern of the group into which they 
moved they would represent po- 
tential markets from two to five 
times as great as before. depend- 
ing on the product. 

Changes in habits or standards 
of living do not take place auio- 
matically with changes of income 
since it takes time to educate 
people to an acceptance of the 
next higher standard of 
But the increased market poten- 
tials do exist and can be developed 
by aggressive marketing. 


Dema”d Must Be Created to 

Provide a Continuing Market 

World War II proved, beyond 
any shadow of doubt, that Amer- 
ica has the productive abilitv— 
noth in terms of maieriais, labor 
torce, and the technical ingenuity 
to make that labor force produc- 
tive—to produce goods and serv- 
ices far beyond what 
dreamed possible in the days of 
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living. | 


Was |} 


that it is possible to have much 
more goods available for con- 
sumption. Further, it is now evi- 


dent that, provided investment 
capital is made available for new 
and improved equipment, the pro- 
ductivity of our population could 
be still further increased so that 
our potentiality for production 
for increasing still further the 
amount of goods available for con- 
suraption—is still cavable of large 
expansion. In other words, there is 
still a major opportunity for rais- 
ing the standards of living in 
America even though standards in 
this country are now the highest 
of any major nation in the world. 
Now that almost four years of 
postwar experience have indicated 
the possibilities for increased 
standards of living in peacetime. 


we must look carefully at the 
other side of the equation—that 
is, to the creation of sufficient 
demand to provide a market for 
the goods and services we hav 


proved we can produce. We must 
consider the necessity of main- 
taining the hfgh level of domestic 
consumption now that temporary 
factors affecting demand have 
passed and we have returned to 
the more normal situation of a 
‘buyers’ market,” with its prob- 
lems of creating a sufficient de- 
mand to keep the factories busy. 
The mass of our population al- 
ready lives at standards far above 
the bare subsistence level of food, 


shelter and clothing. They could. 
if necessary, get along and sus- 
tain life on very much less than 


they now buy. They could defer 
many purchases entirely or for 
long periods of time even though 


they have adequate purchasing 
power. This fact makes doubly 
important the psychological fac- 


tors affecting desire and common 
wants and the translation of these 
wants into active buying demand. 

Ey expanding these wants ad- 
vertising and selling can become 
factor in 


a najior educational 

building the demand for new and 
better products a demand for 
stepping up from one standard of 
living to the next in such a way 


goods and serv- 
point 


that markets {fo1 
ices can be expanded to the 
where they will the 
level of production and employ- 
tnis country 1S Capabie ol 
reacning. 
Since the war our 17 
operated on a very high level. It 
must be kept high because *“break- 


en ee high 
sustaln wWegh 


ment 


economy as 


even points” are, in most busi- 
nesses. so much higher than pre- 
war that any major recession in 


consumer demand would quickly 
make production unprofitable and 
lead to heavy unemployment. 
There is no need, however, for 
this serious drop in demand if the 
public is educated to accept and 
insist on the higher standards of 


living made possible by our pro- 
ductivity and by the increased 
real purchasing power resulting 


from increased productivity. 


Ability to Consumer 

A study of different standards 
of living actually existing at dif- 
ferent levels of income, prewar, 
shows clearly that the standard of 
living of the typical American 
family could be doubled over pre- 
war levels without reaching what 


might be called excesses. Prewar. | 


in 1941, the $25 a week family’ 
typified the American economy. 


Approximately half of the 
lies in America had incomes above 
this level and approximately half 
had incomes below this level. In 
that same year a detailed govern- 
ment study of items purchased by 
families in different 
groups showed that families with 
incomes of $50 a week were buy- 






ing and consuming at the rate of 
almost double the $25 a week 
family for most items (see table 
ri). 

Certainly the standard of living 
of the $50 per week family i 
i941 could not be called < ex- 
Pa 61: ve goal or a luxury standal 


fami- | 


income | 


of physical goods and services or 
better quality. 

We already have passed the 
point where our economy is typi- 
fied by families with $50 per week 
money income, since, in 1947 ap- 
proximately half of our families 
had money incomes of over $3,000 


per year after Federal tax com- 
pared with only 16% in 1941. Un- 
fortunately, inflation and _ taxes 


have taken such a large bite out of 
increased income that we have pro- 
gressed only half way to the goal 
of doubling the real purchasing 
power and the resulting standard 
of living of our people compared 
to the best prewar levels. 
But the fact that we have 
half way and already have 


SOn 


real 


purchasing power 53% _ higher 
than in 1940 is of major signif1- 


cance and presents a real chal- 
lenge to business to maintain this 
level and to drive on to the at- 
tainable goal of double prewar in 
consumption and production. In 
terms of constant prices we would 
have to produce and consume !53 
more than at present if we were 
to reach the standard of living 
typified by the $50 per week fam- 
ily in 1941. 
Advertising and the Will to Buy 

There are three basic factors 
that make markets—these are: 

(1) People 

(2) Purchasing Power 

(3) The Will to Buy 

The marketing man looks first 
to his statistics on people because 


that is the starting point of all 
markets. He will know that the 
U. S. population has grown by 


over 16 million from 131,669.275 
to 1940 148.000.000 now or an in- 
crease of over 12%: that about 7 
million people have moved from 
rural areas to cities where the 
pattern and standard of living is 
quite different: that by 1950 the 
farm population will have de- 
creased by about three million 
trom 1940 while the non-farin 
population will have increased by 
21 million; that the abnormall: 
hign birth rate since 1940 resulted 
in about 29 million births which 
soon will have an important in- 
fluence on school facilities, hous- 
ing requirements, food re- 
quirements: that some 16 million 
marriages since 1940 have broughi 
ew families into existence repre- 
senting well over !. of all of our 
families: and that the educational] 
ievel of now con- 
siderably higher than in 1940. All 
are factors that point to 
increased market potentials. 


and 


our adulis is 


of these 


The second major factor in 
keting — purchasing power 
been covered in detail and i}: 
shown to be at a very high level 


mar- 


has 


This leaves the third important 
factor—the will to buy—as the 
field in which marketing men 
Nave their greatest opportunity. 
We have a market of 148,000,060 
to 150,000,0C0 people with proven 
hign purchasing power but with 


a standard of living which has 
lagged behind that purchasing 


power. This then is a job of edu- 
cation and selling to create 
demands. Advertising is a basic 
marketing tool and it is available 


at bargain rates. 


Advertising Costs Are 40% Below 
1940 in Terms of Real Purchas- 
ing Power 

to general impressions 
costs are a unique ex- 
the upward trend in 


Contrary 
advertising 
ception to 
prices 

The cost today to reach 1,000 or 
1,000,000 peopie through advertis- 


ing 1s about the same as it was in 
1940. 

The rate per 4-color-page pe 
thousand circulation of 29 majo 
magazines in 1948 was $3.57 com- 
pared with the same cost of $3.57 
in 1940. 

The milline rate of 1,781 daily 
and 351i Sunda newspapers it 
1948 Vi $2.77 ct ipared it 
¢ ef + 





the | 


dollars which have a purchasing tising message is the same now as 


power for other products of only in 1940. Consider this in relation 
5Op 7 ae . . iea in > ce d . : 
ipl (the consume) price index 1S to the fact that real per capita 
now 70% above 1940). In terms 7 et 
urchasing power > average 
of constant dollars this means that P' & power of the average 


the cost of reaching 1,000 persons Person reached is up 36% since 
through advertising is about 40°% 1940 In other words, that indi- 
} yr ¢ . " + 
unde) 1940, ; vidual represents a market for 
In dollars of 1940 purchasing .o., 
$36 more units at the present 


power, the magazine cost per page 
per thousand is down from $3.5% 
to $2.09—a drop of 41°%. to tell him about your product. 
In dollars of 1940 purchasing It that there 
power, the newspaper milline rate 


price levels yet it costs no more 


still weuld seem 


|e 80 ee will be plenty of opportunit 
is down from $2.68 to $1.62—a pik. iret: DI ; 77 
drop of 40% (see Tables No, 3 1949 for maintaining or expanding 
and No. 4). market 


Good Business Seen After Adjustment 


Standard & Poor’s study of industrial and investment outlook finds 
econcmic structure basically healthy. Sees two-way stock market 
in response to varying earnings experience. 


The business and price readjustment now in progress will lay 
the basis for en era of good business lasting several vears, according 
to the conclusions reached by Standard & Poor’s Corp., in a special 
study of the industrial and investment outlook just published. 

Finding the economic structures - 
basically healthy, the survey 
points out that many potential de- 
mands remain to be translated 
into actual demands as the price 


the result that the average price- 
earnings ratio in 1948, as meas- 
ured by the 50 industrial stocks 
in the Standard & Poor’s daily in- 


level is lowered. Moreover, the| dex, was the lowest since 1918 
tremendous money supply created | It may be said—and rightly so- 
by wartime financing is virtually | that 1948's record profits were 


transitory, and that any appraisal 
of stock values should be based on 
average earnings over a term of 
years. 

“Taking tne 11 years 1938-48, 
average earnings per share on the 
industrial stocks, adjusted to our 
intensity as the year progresses, | index, were $10.77, against $22.75 
but proving to be relatively mod-| in 1948 alone. Even on that con- 
erate over-all and comparatively | servative longe-range basis, stocks 
short in duration. are selling at 13 times earnings, 


permanent, placing a floor under 
the credit structure. 

“We are convinced that a de- 
pression as severe as in 1920-21 
or 1929-32 is out of the question,” 
the report concludes. “Instead, we 
foresee a recession increasing in 


All that is really happening exactly in line with the average 
now, according to the report is| Price-earnings ratio for that 11- 
that the economy is returning to/| Year period. Stated another way, 
normal. Sellers’ markets have; et income per share would have 
given way to buyers’ markets in| t® drop about 50% from_ the 
all but a few lines, requiring| 1948 figure before the 1938-48 
, selling effort. a revival of | Price-earnings ratio would be du- 


plicated. 

“This allows for a more severe 
force in contraction in earning power than 
again, is now envisaged for 1949. Stanch 
ard & Poor’s industrial analysts 
are currently looking for a maxi- 


, 
Tee mauce- 


p var merchandising 
ments. and price 
Coinpetition, the driving 
American industry, has 
into play. 


greatel 
, 


COncesSIONS 


come 


sé 7 = « }°? Y > . > ate OL ¢ > . 
Normal” Not Prewar Level mum 25% average earnings de- 
“The term ‘normal, today says! cline this year. 
the report bears no relationship to “Stocks are selling at less than 
prewar normal, if for no other 10 times those projected profiis- 
« ¢ + -+ e P sile ; . e e 
reason than that of population! not a record low capitalization of 


growth. It is estimated that the 


O . heme earnings, but one conservative 
1950 census will show the I n1itea | € nough to suggest the possibility 
States to have population of | of two-way markets and of cross- 





150,000,000, as compared v 1th currents in response to varying 
131,669,000 in 1540, an increase of | earnings experience.” : 
14%. Hie ee _— 

“An additional factor is the 


ANCIAL 


higher standard of living achieved Marache, Sims Adds 
by a large part of the population. Special to THE Fir E) 
Data on the distribution of income, LOS ANGELES, 
as well as the average increase in| Herbert J. Hilgen, Harry E. Lewis 
real wages of various industries,| aid Hubbard S. Rust have been 
point to that attainment. People|edded to the staff of Marache, 
do not readily relinquish advances; Sims & Co., 458 South Spring 
in living standards. | Street, members of the Los An- 
“These two considerations sug-| geles Stock Exchange. 
gest a permanently larger market —— 


for goods than was known before ; 
the war. Tentative studies lead us Detroit Bond Club 
s 
Annual Outing June 17 


to believe that a potentia! floor 

exists under industrial production 

in the neighborhood of 150-1690 on 

the Federal Reserve Board's in- DETROIT, MICH. — Friday, 

dex, aS compared with a current, June 17. members of the Bond 

figure of approximately 185. Once | Cjyp of Detroit and their guests 
will the Grosse Ile 
Golf and Country Club for their 
Annual Outing. Golf, soft ball 


the adjustment to a lower level is 
accomplished, industry can make 

and other games are scheduled for 
the 


CHRONIC! 


CALIF. 


assemble at 
excellent profits on the basis of 
production of 160.” 

Stock Market Well Adjusted 


Again quoting from the report: lhe members 


day’s program. 


“The stock market for more than will compete in team play for the 

2!» years has prepared for the) Michigan Investor Golf Trophy 

vines RY t< i? y le ‘- » . 

change now oe — “ the | which was won last year by Wal- 

economic trend. n the interim, : : : ps , 
. , ° ° oe >. qarcea ¢ ‘e S[z 

our broad stock price index has/| ‘©! S. Clarke and Fred Hus! 


both of Hornblower & Weeks. 
For 


meaninglessly in a 
30% below its 1946 
high, representing the longest pe- p 


fluctuated 
range 13% to 


reservations contact Frank 
Meyer, First of Michigan Corp 


: — ; ‘ 
riod on record in which investors . ss : p é 
aie 1500 Buhl Bldg... Detroit 26. Mich. 
have anticipated a recession. ; 3 Bldg., Detroit 26, Mich., 
. : + nal ’ Entertainment ‘ay 
“Stocks becar 16 progressive lv C Tic rivia | LertalInment Com 
heans < mre + ripyte +294} 1ttes 
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Tomorrow’s | 
| Markets | 


| 
| 


| Walter Whyte 
} 7 . 

| Says— | 
i By WALTER WHYTE! 


} 








Secondary market trend 
now in danger of being 


broken. Topheavy short posi- 
tion an encouraging sign. It 
can turn a minor rally into 
big advance. 


For the past week I’ve been 
on my back in a hospital room 
arguing with protocol-observ- 
ing nurses and surly orderlies 
about the relative merit of 
lukewarm water over ice 
water. Between these verbal 
bouts I tried to subsist on 
what the hospital dietitian 
described as food. This ranged 
from Jello and hot (?) tea to 
various foods congealed in a 
grease that looked even worse 
than it sounded. 


Everything considered I had 
plenty of time to read things 
which had something to do 
with the state of past, pres- 
ent and_ future business. 
I was a little amazed at the 
space devoted to pundits who 
saw nothing but slight ‘“‘un- 
settlement” ahead. In fact, 
after reading a raft of things 
it seemed to me that every 
stock was on the _ bargain 
counter. Yet, speaking to some 
brokers almost every hour on 
the phone, I could see nothing 
in the market that encouraged 
such a belief. Stocks went 
through a tiresome pattern of 
going up fractionally and then 
declining by whole points. 
This brings me up to how im- 
portant is all this hullabaloo 
about a business improve- 
ment. 


As a stock market partic- 
ipant I’m naturally interested 


in business conditions. But 
first and foremost I’m _in- 


terested in the stock market. 
Talk of better business has 
never meant anything to me 
unless the market indicated it. 
And up to this writing the 


market is saying the opposite. | 


General Motors, making a 
fistful of dough per share, 
makes _ interesting reading. 


But unless this can be trans- 
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demic. 


think I can sell it for 


to hold it at a loss, 


terested in stock market prot- 
its not company operating 
returns. Perhaps such a posi- 
tion isn’t moral. I'll let some- 
body else settle the question 
of morality. 


For the past few 
the major market trend had 
|/been down, though the secon- 
dary trend has been up. In 
‘the past week action indicated 
that even the secondary trend 
was in danger of following the 
|major trend. The only hope I 


could see was purely a tech-| 


nical one. The market was 
overloaded with short posi- 
tions which is now the highest 
in 16 years. If a rally were 
to develop these shorts can 
easily furnish the fuel to feed 
such a rally that it can go up 
considerably. 


Meanwhile you’re out of 
stocks, with the exception of 
|'Newport Industries bought at 
.10, stop 84%. See no point in 
‘abandoning it for the 
being. 

More next Thursday. 

—Walter Whyte. 


[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
those of the author only. | 


Halsey Stuart Group 
Offers KATY Equips. 





time 


a a ° . . ' 
7|| lated into a number of points | 
per share, it is strictly aca-| 


| 


/ economic 
months | 


| 
| 


' 


} 


| that 


Halsey, Stuart & Co. Inc. heads | 


an underwriting group that won 
the award May 24 of $2,550,000 
| Missouri-Kansas-Texas equipment 
'trust, Third Series 1949. 23% 
equipment trust certificates, ma- 
| turing $85,000 semi-annually Dec. 


| 15, 1949 to June 15, 1964, inclu- 
| sive. The certificates, issued un- 
der the Philadelphia plan, were 


| reoffered by the group, subject 
to Interstate Commerce Commis- 
sion authorization, at prices tc 
yield from 1.35% to 2.80%, 
| cording to maturity. Other mem- 
| bers of the offering group were 
|R. W. Pressprich & Co.: A. G. 
Becker & Co., Inc.; Otis & Co.. 
}and Freeman & Co. 

Proceeds from the sale of cer- 
tificates will be used to provide 
'for new standard-gauge railroad 
|} equipment, estimated to cost not 


less than $3,221.688.32, consisting | 


|of eight Diesel-electric freight 


| locomotives. 
| 


| Bernard Pickard Joins 
Daniel F. Rice & Go. 


(Special to THE FINANCIAL CHRONICLE) 
CHICAGO, ILL. — Bernard M. 

'Pickard has become affiliated with 

Daniel F. Rice & Co., Board of 


| Trade Building, members of the 


| 


ac- | 


| posed 


ae ’ insistence on an 
This reasoning I apply to| 


every stock in the market. I} 
consider a stock a buy if I) 
more | 
than I paid for it in the rea-| 
sonably near future. If I have! 
balance 
sheets and income statements | ; 
won't make up for it. I’m in-| tax increase in 


Problems Surrounding Capital Markets 


(Continued from page 8) 

increase in taxes 
be derived from 
on corporations 
I can only won- 
the President 


ol $4 billion to 
additional levies 
and individuals. 
der whose advice 


is accepting on economic matters. | 
doubtedly, 


Certainly not that of the junio 
Senator from Illinois, Paul Doug- 
las—a distinguished economist in 
lis own right. 


the 
and the 


view of 


settled econonjsic outlook 


of funds in the investment market. 
Unfortunateiy, my remarks were 
somewhat misconstrued. I appre- 
ciate that the very size oi the life 
companies is a tribute—as I spe- 
| cifically declared to the ines- 
timable value of insurance. Un- 


Earlier this month | 
1e went on record as opposing a| 
un- | 


need of encouraging investment 
and consumption. 
Ot what use is it to establish | 


a Council of Economic Advisers if 


lis in 


their advice is to be given wide | 
publicity and acceptance’ only 
when their diagnosis of the body 


happens’ to 


+? ) 


with the President’s? 
ments of the monthly report which 


e«ked out, Dr. Edwin G. Nourse 
end, as iar as we know, the 
other two members of the Coun- 


coincide | 
In the frag- | 


cil, Leon H. Kevserling and John | 


Db. Clark-—advocated that the Ad- 
ministration abandon its tax pro- 
eram. 
This is especially noteworthy 
since 
port the Council still stressed the 
inflatlonarv tendencies in fuli 
swing toward the close of the year. 
1 point to the President’s Eco- 
nomic Report itself. Under 
“Guides to Economy Policy.” he 
ended with these words: “The 
same dictates or prudent policy 
which call for higher taxes in a 
period of inflation wouid call for 
tax adjustment designed to coun- 
teract any serious recessionary 
mevement. I do not want to play 
on words and, in reality, I do not 


prefess to know whether or not 
we are in a “serious recessionary 
movement.” Everyone with an 
open mind or who is aware of 
his surrouncings will admit that 
the trend has changed since the 


report was written—the commod- 
ity markets, industrial production 
and, above all, employment, tell 
the story. 


Contrikution of Healthier Capital 
Markets 


for the contribution that 
healthier capital markets can 
make to economic stability, I urge 
new sources of supplies of 
capital must be opened. 
consideration of these 
the remainder of 


A 
445 


eauity 
To a brief 
I shell devote 
my time. 

It is my conviction—and I think 
I can honestly say I am objective 
enough to sneak as an American 
deeply interested in the national 
welfare—that no other = single 
step would do as much to invig- 
orate sentiment than a sizable re- 
Guction in expenditures of the 
Federal Government. In _ local 
communities, in states and in the 
naticnal capital, tne revolt against 
the present level of government 
expenditures is crossing party 
lines. 

In the hard facts im- 
socialization and 
welfare legisla- 


Britain, 
by rapid 
extensive social 


Recent tenaencies at 
the polls indicate that the public 


‘at some point will rebel when it 


| 


} 


| itures. 


! 
| 


New York and Chicago Stock Ex- | 


| changes. Mr. 


| 


'merly Treasurer of Link, Gorman | 


1 & Co. 





must squarely face the cost of 
these measures. I am hopeful that 
suificient courage will be dis- 
Dlayed in Congress to overcome 
the pressure for larger expend- 
I nopefully recall that one 
of the most respectéd chief execu- 
tives, whose career’ has 
called a study in political courage, 
Grover Cleveland, challenged his 


let no one drink greedily at the 
public trough. 


A second avenue of funds for 
equity capital lies in the recog- 
nition of the change in the flow 
and function of savings. 
weeks ago I referred to the tre- 


Pickard was for-| ).endous annual additions to life 


their grow- 
allocation 


and 
the 


insurance funds 
ing importance in 


in the January Annual Re- | 


the | 


these companies have 
aided industry to obtain tunds in 
a period when the capital markets 
could not absorb ownership 
curities. 


se- 


Institutionalization of Savings 


The institutionalization of 
ings is the outgrowth of a variety 
of causes and no abrupt change 
sight, creating serious in- 
vestment propvlenis for both the 
life insurance companies and busi- 
ness corporations. My concern is 


Sav- 


° . | 
to develop interest in every phase | 


of the great changes which have 
occurred. in recent years, in every 
area relating to saving and the 
aisposition of tunds. Now, may I 


méke myself perfectly clear. 
There are three distinct pools of 
available savings which we must 
consider as the sowrce of neces- 
sary equity capital: 

(1) the mass savings, largely 
institutionalized;: 

(2) capital accumulated from 
savings of past years presentls 
committed to high-grade fixed 
income bearing securities: and 

(3) the flow otf current savings 
from the middle and higher 
brackets. 

I base my contentions on two 
indisputable assumptions: (1) 
life insurance company tunds 


represent, in the main. mass sav- 
ings, and as such are regarded as 
conservative funds: (2) those who 
have traditionally supplied the 
bulk of risk capital are either 
unable or unwilling—under exist- 
ing tax laws—to provide the 
needed equity funds. It is argued 
that if a reduction in taxes and 
constructive revision of the tax 
structure, for whatever reason, do 
not eventuate, then should not life 
insurance companies be permitted 
to purchase common stocks in a 
limited way and with certain 
safeguards? To be specific, it may 
be further argued that since they 
already are the largest holders of 
debt securities of electric utility 
companies, might not life insur- 
ance companies couple investment 
in debt securities with investment 
in preferred and common stocks 
of the same companies, assuming, 
of course, broader authority to 
make such _ investments is 
granted? 

The electric utility industry is 
entitled to a fair return on invest- 


| ment and is in need of large sums 


of money: and the greater the per- 
centage of total capitalization 
made up of preferred and com- 
mon stocks, the higher the quality 
of all the securities. Just what 
provisions would determine “a 
limited way and with certain safe- 
guards” I am not in a position to 
suggest. It is my contention that 


i there is an alternative to this ma- 


: | ing 
tion are troubling the Labor Gov- | 


| ernment. 


; can 


jor change in life insurance com- 
pany investment policy, respect- 
fully tne economic circum- 
stances under which we present- 
ly labor. Although we may not 
be able at this time to aid those 
in the higher tax brackets to in- 
crease savings, we nevertheless 
create the atmosphere that 
will bring equity funds out of hid- 
ing and put more individual] sav- 
ings in the various income brack- 


| ets to work in the equity markets. 


been | 


Several | 


An approach to this end can be 
made in two directions: (1) im- 
prove the capital gains and losses 


| provisions of the Internal Revenue 
|}own party by a stern resolve to| 


Code (entailing no ultimate loss 
in reverues); and (2) grant to the 
individual a credit for dividends 
received. I do feel we cannot 
simply stay put in a_ rapidly 
changing environment. 


Capital Gains 
On the subject of capital gains. 
I speak with more certainty and 
conviction, having pondered over 


every phase of it. In addition, -1 
have had evidence of how the tax 
acts to push prices higher than 


they would be and depress them 
farther than would be case if 
possible buyers were not influ- 
enced by the prospect of showing 
potential profits with the tax col- 
lector. At a time when tax pro- 
posals that surely involve revenue 
loss are looked upon coldly, this 
form of tax reduction has special 
appeal, for, as I have pointed out 
on previous occasions, a readier 
willingness to take profits would 
add to rather than reduce reve- 
nues. Over and beyond this factor, 
a more continuous, orderly mar- 
ket would help to offset the other 
disadvantages under which the 
capital markets have been labor- 
ing. In a free economy, mobility 
of capital must be encouraged 
rather than fettered. The situation 
also demands more liberal offset- 
of losses against gains. 


the 


If we are to make a contribu- 
tion to the thinking along eco- 
nomic lines, we have to look 


ahead. Last May, 1948, in address- 
ing the Chicago Board of Trade, I 
pointed out that, despite the 
strong upward sweep of farm 
products, exceptional demands in 


1947 arising from drought in Eu- 
rope andextraordinary food 
requirements in  war-shattered 
countries should not obscure the 
longer-term farm problem. I had 
no conlidence then, and have no 
confidence now, either in tax or 


credit policies founded on fears of 
inflation. There are in the United 


States some millions of people 
who have witnessed two world 
Wars and several complete eco- 


nomic cycles. The impact of it all 
seems to have resulted in a deter- 
mination to save, and to place the 
savings as nearly in a_ riskless 
form as possible. Savings 
have been running at &an_ un- 
precedented peace-time rate, both 


seems 


absolutely and in relation to the 
national income. For 1948, indi- 
vidual savings amounted to $15 
bition and in the last quarter 
the annual rate amounted to $18 
billion. In the tirst quarter of 
this vear, national income esti- 


mates of the Department of Com- 


merce indicate a current annual 
|; rate of savings in excess of $21 


billion, even in the face of a con- 
traction in national output. 

The Federal Reserve Board’s 
surveys of liquid assets show that 
the lower income groups are 
determined to lay something aside 
for the future to a greater degree 
than ever before. This is a pro- 
foundly deflationary influence un- 
less there are sufficient induce- 
ments to put savings to work pro- 
ductively, and this cannot be done 
safely merely by debt creation of 
one type or another. The ratio of 
spending for private consumption 
to income has already been re- 
duced. The emphasis lies in the 
realm of changes that will build 
confidence among all saving 
groups; confidence in the owner- 
ship of property and particularly 
in American industry. 

I have addressed my remarks 
to the problems surrounding the 
capital markets, and especially 
ownership capital, because I 
would remove the layers of mis- 
understanding and prejudice 
which make it difficult to get a 
fair hearing. Recently, Governor 
Szymezak of the Board of Gov- 
ernors of the Federal Reserve 
System, a Chicagoan for whom I 
have great admiration, discussed 
the monetary approach to eco- 
nomic. stabilization. I close by 
paraphrasing -his apt remarks, as 


they epitomize the spirit in 
which I have approached the 
problems of equity capital: We 


must continue to seek the avenues 
which promise economic stability 
which we have somehow to 
achieve—and economic freedom— 
which we dare not give up. One 
avenue not to be ignored is a 
dynamic, functioning investment 
market. 
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Business Needs Gold 
Base and Realistic 
Exchange Rates 


(Continued from page 6) 
restoration of an_ international | 
gold standard with the help of 


the International Monetary Fund 
will permit the resumption of the 
free convertibility. of 
The problem of restoring an in- 
ternational gold standard after a 
monetary and price upheaval con- 


comitant to a big war as we just | 


went through is a difficult and 
delicate technical problem. It re- 


quires technical skill of the high- 
est Order but it can be done. We 
must restore an international gold 
standard and make sure that we 
avoid a prolonged and deep de- 
pression as the one we had afte 
the crisis of 1929. We can restore 
an international gold standard and 
avoid the recurrence of a depres- 
sion of the type we had after 1929, 
if we manage properly monetary, 
credit and wage policies. We wish 
to emphasize the urgency of this 
question: it should be tackled 
without delay, lest it become too 
late or too difficult. I have, how- 
ever, the impression that the Sub- 
Commission ig not aware of the 
problems involved in the restora- 
tion of free convertibility of cur- 
rencies. To restore monetary or- 
der, it is also necessary not only 
to balance the budgets but to re- 


duce government expenditure at 
which this balance is achieved. 
Excessive government expendi- 
ture is destructive of the flow of 
Savings at its source, and destroys 
the incentives essential to indi- 
vidual enterprise. To maintain a 


high level of employment and im- 
prove the standard of living 
everywhere, we further recom- 
mend the elimination of all im- 
pediments to international trade 
and mainly the removal of quan- 


titative restrictions and discrimi- 
nation. 

As to the dollar problem, we 
are convinced that its natural 
solution is delayed to a great ex- 
tent by the maintenance of arti- 
ficial exchange rates and over- 
valuation of a number of Euro- 
pean currencies in terms of the 
dollar. If and when we permit 
the exchange rates to be estab- 
lished at realistic rates, we feel 
certain that the problem of the 
dollar gap will lose much of its 
apparent difficulty. A further 


step to help solve the dollar prob- 
lem is that countries in need of 
capital should attract and protect 
foreign investments. 

a ee 


Lehman Bros. Arranges 
Radio Corp. Financing 


The Corp. America 
has completed 
through Lehman Brothers to bor- 


Radio of 


arrangements 


row $60 million frem investing 
institutions, Brig. General David 
Sarnoff. Chairman of the Board, 


ahnounced May 19. The corpora- 


tion has drawn down $40 million } 


of the principal amount provided 
by the loan agreement, and wiil 
borrow the remaining $20 million 
before Dec, 29, 1950. The promis- 


sory notes, which will bear in- 
terest at the rate of 3% per an- 
num, will mature May 1, 1974. | 
Upon issuance, they will be the 


only long-term debt of the corpo- 
ration. 

Proceeds will be used to prepay 
term bank maturing 195i] 
through 1956, which are outstand- 
ing in the amount of $40 million. 
It is contemplated that the bal- 


w! borrowed, will 


loans 


en be 
working capital and be 
corporate pur- 


the corpora- 


ance, 
to 
{or 


added 
used 


poses 


general 


financing 


in 
tion’s expanded business. 





currencies. ! 


jand power industry 


The State of Trade and Industry 
; (Continued from page 5) 


This situatior:., the trade paper observes, balanced 
the possibility’of a sericus labor tieup in steel and coal, a 
general business or governmental anti-deilationary moves. 
steel consumers weighing the matter have found their answer 
cutting inventory to the bone. 
when and as they come in, thus reducing their steel buying habits to 


against 
pickup 1n 
Some 
in 


is 


a short period. This they can do more each day as all steel items | 


become more easily available, this trade authority adds. 

Cancellations with some companies and on some products have 
slowed up in the past weck, although this condition is nut uniform 
Others fird cancellations still running high compared with incoming 
orders. 

Stee! people are afraid that in the process of trimming inven- 
‘cries the trend may gather too much momentum on the downside. 
Most of ithe caution over conditions later this year springs from 
steel men who have been through three deflaticnary pericds since 
1920 with much of the opiimism coming froni steel people who are 
comparatively newcomers to their jobs. However, “The Iron Age’ 
concludes, no One in or out of the industry seems to exrect a real 
and lasting depression in stecl. 

The American Iron and Steel Institute announced this week 
that the operating rate of steel companies having 94% of the 
steel-making canacity of the industry will be 91.1% of capacity 
for the week beginning May 23, 1949, as against 95.6% in the 
preceding week, or a decline of 1.5 points, or 1.6%. 


This week’s operating rate is equivalent to 1,734,700 tons of | 


steel ingets and castings for the entire industry. compared to 
1,762,400 tons a week ago, 1,797,400 tons, or 97.5% a month ago, 
and 1,719,600 tons, or 96.8% of the old capacity one year ago and 
1,744,800 tons for the average week in 1940, highest prewar year. 


CARLOADINGS ADVANCE SLIGHTLY IN LATEST WEEK ABOVE 
PREVIOUS WEEK BUT ARE UNDER LIKE PERIODS OF 
1948-1947 


Loadings of revenue freight for the week ended May i4, 1949 
total 771,736 cars, according to the Association of American Rail- 
roads. This was an increase of 3,399 cars, or 0.4% above the pre- 
ceding week. It, however, represented a decrease of 75,209 cars, or 
8.9% below the corresponding week in 1948 and a decrease of 116,- 
472 cars, or 13.1% below the similar period in 1947. 

ELECTRIC OUTPUT LOWER FOP. 16TH STRAIGHT WEEK 
DECLINE ARRESTED BY INCREASED USE OF AIR 
CONDITIONING 

The amount of electrical energy cistributed Ev the electric light 


for the week ended May 21, was estimated at 


0,299,272 000 kwh., according to the Edison Electric Institute. ‘This 
represented a decrease of 1,704,000 kwh. below output in the pre- 
ceding week, 169,860,000 kwh. or 3.3% higher than the figure re- 
ported for the week ended May 22, i948 and 592,414,000 kwh. in 


excess of the output reported for the corresponding period two years 

AUTO OUTPUT LAST WEEK ADVERSELY 
CLOSING OF MORE FORD PLANTS 

Production of cars and trucks in the United States and Canada 


AFFECTED BY 


fer the past week slipped to an estimated 115.987 units. compared 
to 119.634 (revised) units in the preceding week. due to continued 
strikes, “‘Ward’s Automotive Reports” states. 

Ford’s output was down about 13,000 from the previous 


week as its remaining branch assembly plants closed early in 
the week. Offsetting this was an increase of about 10,000 units 
by Chrysler as assemblies were resumed on Dodge, DeSoto and 
Cnrysler cars following the previous week’s suspension due to 
the Motor Products Corp. strike. 


The total compares with 91,138 units a year ago and 133,560 in 
the like week of 1941. 
Last week's output consisted of 91,937 cars and 16,995 trucks 


built in the United States and 4,550 cars and 2,505 trucks in Canada. 
Production of care and trucks in the U. S. for the year to date is 
estimated by Ward’s at 2,169,060 units, compared with 1,892,000 in 
the like period of last year. Canadian production to date is estimated 
at 92,000 units, compared with 95,000 last vear. 
BUSINESS FAILURES HOLD STEADY IN LATEST WEEK 
Commercial and industrial failures numbered 172 in the week 
ended May 20, compared with 171 in the preceding week, Dun & 
Bradstreet, Inc., reports. Casualties were considerably more numer- 
ous than in the corresponding weeks of 1948 and 1947 when 92 and 
88 occurred respectively, but they remained well! below the prewar 
level. In the same week of 1939, a total of 289 failures were reported. 
Failures involving liabilities of $5.000 or more rose to 137 from 
133 and exceeded the 78 of a year ago, while smail failures under 
$5,000 dipped to 35 from 3é but continued to be over twice as numer- 
ous as last year. 

Retail casualties fell to 69 from 85 in the previous week, and 
commercial service to eight from 16. Manufacturing failures 
rose te 48 from 37, construction to 15 from nine, and wholesaling 
to 32 from 24. More failures than a year ago occurred in all 
groups except commercial service in which casualties were the 
same, 

Failures in the Middle Atlantic States rose to 53 from 46 in tne 


previous week. New England casualties fell to 18 from 25 and in 
the Pacific and East North Central States they numbered 34 and 
29 failures respectively. 

FOOD PRICE INDEX OFF SLIGHTLY TOUCHING LOW POINT 


OF YEAR REACHED ON FEB. 8 

The Dun & Bradstreet wholesale food price index fell two cents 
in the latest week to stand at $5.66. This equals the year’s low 
touched on Feb. 8, which -was the lowest point recorded for this 
index since Oct. 3, 1946, when it stood at $5.40. 
revresents a drop of 18.1% below the $6.91 of a year ago. 
| The index represents the sum total of the price per 
31 foods in general use. 


COMMODITY PRICE INDEX INFLUENCED BY FIRMER GRAIN 
MARKETS. SHOWS MILD ADVANCE IN LATEST WEEK 

The Dun & Bradstreet daily wholesale commodity 
displayed a mild uptrend the past week aided by firmer grain mar- 
kets. The index closed at 248.92 on May 17, as compared with 248.04 
'a week earlier, and with 284.84 on the corresponding date last year 


pound of 


They have also started to fill orders |! 


| sharply 


|of the comparable week a year ago. 


| with an increase of 2% (revised) in the preceding week. 


The current figure! 


i clined 
price index! 


' decreased by 5 


There was a steady undertone in most grains last week 
with the trend slightly firmer. The wheat market was stronger, 
aided by tightness in the cash article and reports of vontinued 
dry weather in the American and Canadian Northwest. 

Government buying of cash wheat remained very slow. 
winter wheat crop was reported making excellent progress and 
harvesting is expected to start in about two weeks in the South- 
west. Rye prices moved sharply upward, largely due to exvectations 
of a much smaller domestic crop this year. 

Trading in the domestic flour market, with few exceptions, re- 
mained on a hand-to-mouth basis. Some activity in export buying 
was noted. Coffee and cocoa markets continued firm. 

The raw sugar market was stronger and at the close of the 
week one large refiner announced an advance of 25 cents a 
hundred pounds in granulated prices. 

Lard prices developed a firmer tone, aided by the recent higher 
trend in hog values and a continued moderate export business. Cur- 
rent hog prices are about $1 per hundred pounds higher than a few 
weeks ago when quotations dropped to the lowest levels since the 
end of OPA. Demand for steers was firmly active and prices rose 
moderately. Fed lamb prices continued steady. 

Domestic cotton prices showed a net decline of about 18 points 
the past week following the upward movement of the week before. 
Spot values showed strength in the first half cf the week but tended 
to sag in later dealings as the result of lessened short covering and 


The 


liquidation induced by more favorable weather reports from the 
cotton belt. 
Other bearish factors included reports of increasing loan 


repossessions and continued slow business in the cotton goods 
market. There was also some hesitancy among traders due to 
the lower trend in domestic cotton consumption and a lull in 
export buying. 

Early firmness reflected price-fixing against export sales of 
the staple and announcement of ECA allotments to Italy and Ger- 
many for:the purchase of American cotton. 

Domestic use of the staple during April, as estimated by the 
New York Cotton Exchange, totaled only 615,000 bales, compared 
with 721,000 in Merch, and 830,000 in April a year ago. 

The daily rate of consumption in Avril dropped to 29,600 bales, 


| from 31,300 the previous month, and 37,700 in April last year. Entries 


of cotton into the government loan during the week of May 5 rose 
to 103,000 bales, compared with 62,000 the week before. 
Withdrawals also expanded, totaling 79,000 bales for the week, 
against 51,000 the week before. 

Loan entries for the season to date were reported at 5,274,006 
bales. Repossessions for the period amounted to 886.000 bales, leav- 
ing a net stock in the hands of the CCC of 4,388,000 bales. 


RETAIL AND WHOLESALE TRADE HELD AT HIGH LEVEL IN 

PAST WEEK BUT WAS SLIGHTLY UNDER CORRESPOND- 

ING PERIOD OF 1948 . 

Favorable weather coupled with aggressive promotions sustained 
total retail dollar volume at a high level in the period ended on 
Wednesday of last week. It was, however, slightly below that of the 
corresponding week in 1948, Dun & Bradstreet, Inc., states in its 
current summary of trade. Good quality merchandise at moderate 
prices was sought by most shopvers. 

There was no marked change in retail apparel volume last 
week, but it reflected a slight drop below that of the comparable 
week last year. 

As temperatures hovered at high levels, consumers continued 
to purchase large quantities of summer clothing. The demand for 
women’s lightweight suits, moderately priced dresses and sportswear 
remained high with the total volume of women’s apparel holding 
close to that of a year ago. The interest in men’s slacks and sports- 


'wear rose slightly. 


Housewives bought slightly less food than in the preceding 
week with aggregate dollar volume slightly below that of the 
similar week last year. 

Interest in large meat cuts dipped fractionally, but poultry and 
dairy foods remained popular. The demand for fresh fruits and 
vegetables rose somewhat, while frozen berries and green vegetables 
sold in large volume. 

The demand for furniture and houseware was slightly higher 
than in the preceding week, but continued to be moderately less 
than that of a year ago. Shoppers continued to display a sizable 
interest in small tables, occasional chairs, floor coverings and kit- 
chenware. A slight rise in the demand for electrical appliances in 
severa! sections was apparent and promotional sales ot reduced-price 
refrigerators attracted moderate attention. 

2etail volume for the country in the period ended on Wed- 
nesday of last week was estimated to be from unchanged to 4% 
below that of a year ago. 

Rezional estimates varied from the corresponding levels of 
a Year ago by the following percentages: New England up 1 to 
down 3, East unchanged to down 4, South and Pacific Coast down 
2 to down 6, Midwest and Northwest down 1 to down 5 and 
Southwest down 1 to up 3. 

There was no appreciable change in the total dollar volume of 
wholesale orders in the week. It was, however, slightly below that 
Orders for Fall merchandise 
became more numerous during the week, but generally, merchants 
continued te limit their commitments to replacement needs. 

Department store sales on a country-wide basis, as taken from 


| the Federal Reserve Board’s index for the week ended May 14, 1949, 


from the like period of last year and compared 
For the 
four weeks ended May 14, 1949, sales registered a decrease of 4% 
from the corresponding period a year ago, and for the year to date 
a decline of 3%. 

Retail trade here in New York the past week was charac- 
terized by a sharp downward trend in dollar volume with sales 
of department stores estimated at close to 15% under the like 
period of 1948. 

According to the Federal Reserve Board’s index, department store 
seles in New York City for the weekly period to May 14, 1949, de- 
by 9 from, the same period last year. In the preceding 
week a decrease of 4% was registered below the similar week oi 
1948. For the four weeks ended May 14, 1949, a decrease of 8% was 
reported under that of last year and for the year to date volume 


¢ 


decreased by 3% 
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Indications of Current Business Activity 


The following statistical tabulations cover production and other figures for the latest week or month available (dates 
shown in first column are either for the week or month ended on that date, or, in cases of quotations, are as of that date): 


AMERICAN IRON AND STEEL INSTITUTE: 
Indicated steel operations ‘percent of capacity) 
Equivalent to 
Steel ingots and castings (net tons) aaa eS 


AMERICAN PETROLEUM INSTITUTE: 
Crude oil output—daily average (bbls. of 42 gallons each) 


Crude runs to stills—-daily average ‘bbls.) Ma\ 
Gasoline output (bbls.) May 
Kerosene output (bbls.) May 
Gas oil and distillate fue] oil output ‘bbls. May 
Residual fue! oil output ‘bbls.) __May 
Stocks at retineries, at bulk terminals, in transit and in pipe line -May 
Finished and unfinished gasoline (‘bbls.) at May 
Kerosene (bbis.) at ‘ May 
Gas oil and distillate fuel oil (bbls.) at__ May 
Residual fuel oil (bbls.) at ; ees 


ASSOCIATION OF AMERICAN RAILROADS: 
Revenue freight loaded ‘number of cars) : = > MGY 
Revenue treight received from connections (number of cars) Muy 


CIVIL ENGINEERING CONSTRUCTION — ENGINEERING NEWS- 
RECORD: 


Total U. S. construction = Be te Ie Ores ee ee May 
Private construction _ ie os Soe 
Public ccnstruction a! oer ____.May 
State and municipal___ . ee May 
Federal —__- eae ae . ; a ss cele May 


COAL OUTPUT (U. S. BUREAU OF MINES): 


Bituminous coal and lignite (tons) indies eae nana ei. re 
Pennsylvania anthracite (tons) : aps sist 
I Ae 0 a a ete ae ae | 


WEPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS- 


TEM—1935-39 AVERAGE=-100_______ ‘ ities cb an acid ce mai OY 


EDISON ELECTRIC INSTITUTE: 
meeseree Glinut (in O60. bwh.) ~~... ...~. 223d ee ek cnc. May 2 


WAILURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD- 


STREET, INC. 3 ROTTS May 
RON AGE COMPOSITE PRICES: 
Finished steel (per lb.) A fe ae in ee May 
Pig iron (per gross ton) font tia _..__.{ May 
Scrap steel (per gross ton) __ wy ses IE ge i tae ES 2 eee 
METAL PRICES (E. & M. J. QUOTATIONS): 
Electrolytic copper— 
Domestic refinery at ___-_~- : wba icles dip eS oS otk eae May 
Export refinery at ae : See ae ORE AS ‘ ____May 
@traits tin (New York) at om ; a May 
Lead (New York) at . : May 
Lead (St. Louis) at o , , e suey 
Zinc (East St. Louis) at___-- a ERS __May 
MOODY’S BOND PRICES DAILY AVERAGES: 
U. S. Government Bonds_- = . hae Sa ee 
Average corporate : ae <s..eey 2 
Aaa - pase ae : ee 
Aa : May 2 
A ; p - _May : 
Baa ca ‘i , May : 
Railroad Group , May 2 
Public Utilities Group : May 2 
Industrials Group________ heey a Be Se May 2 
MOODY'S BOND YIELD DAILY AVERAGES: 
U. S. Government Bonds = ? ee Saeee .__.May 2 
Average corporate . May 2 
Aaa . oes See : ___May 2 
Ga .. eee eee ___May: 
a . ae __._._.May 2 
Baa - ne = __May 2 
Railroad Group ies ie Tinsel tae Dig, en 
Public Utilities Group Le Ee EBS sce. caida Ca gigas ca 
Industrials Group ch a REI Pe ae Se May: 
MOODY'S COMMODITY INDEX ee ae a lS ae aaa 


WATLONAL FERTILIZER ASSOCIATION—WHOLESALE COMMOD- 


ITY INDEX BY GROUPS—1935-39—100: 


Foods ____ - . me ae ee ee + May 
Fats and oils ih celend b ek eenint any -------- +--- -------May : 
Farm products : aes memes pee: ---May : 
Cotton ____ ; as canes . ---May 2 
Grains __. : ; , : -May 2 
Livestock ____ _ . . " . ---May 2 
| TTS oa = -.--May } 
Miscellaneous commodities___ : : : . - ----May 2 
Textiles - Eas eas : May 2 
 ) ae . : on aay! 
Building materials : : ‘ _May 2 
Chemicals and drugs eee 
Fertilizer materials__ : aren __ovMay 2 
Fertilizers ~_______ : s a _.-May 2 
Farm machinery__-_ = Cera ~May 2 
@u groups combined... .......... sah ap cecal ara a Se serae a os ain ase SEY 
WATIONAL PAPERBOARD ASSOCIATION: 
Rn ae 
mmemetion (lene). os cece nue eee _____May 
Percentage of activity___.__..________ ee Sree rr ee 
MePINEE PUNE NEOTIO) Qin ceiiick ooo ncccncennn MAY 


OIL, PAINT AND DRUG REPORTER PRICE INDEX — 1926-36 
Ag te | ae hat eae aac iecceeen ss tk cai __May 


WHOLESALE PRICES NEW SERIES—U. S. DEPT. OF LABOR— 


1926—100: 


MERINO 6 oo nna ae nnceccass an udesos ee 
Petit PPGGucts....- non .on~s- ie aa plans a eh Stas _May 
RE ae i tt ep Sn Sah eh as a so gins asc 

All commodities other than farm and foods : _May 
Textile products_______________ ers ee Zt eee ies May 
Fuel and lighting materials____ Ee EE PE EE May 
Metals and metal products________ eRe S) , 
Building materials__._.-___.________ pad SEES 
a es ' i a ala eae 

Special indexes— 

Grains .- a ee ee ee a ee eS, 
Livestock es ee ane ’ Be cicechicer ernie ase a 
Meats ii ganic En IS sa lg Ss otc ben i cea cle iveth a ns is ik evista aac ad May 
I RI OI ace ct eis ni ee 


*Revised figure. ' Includes 394.000 barrels of foreign crud: runs. 
basis of reporting in California. Principal changes exclude cracking stock 
finished 


74583c per pound 
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4,899,350 
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1,706,000 
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122,071,000 
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steel composite was revised for the years 1941 to date. The weights used are based on the average product shipments for 
the 7 years 1937 to 1940 inclusive and 1946 to 1948 inclusive. The composite under 
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831,000 
5,955,000 
,895 ,000 
23,400,000 
73,000 
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AMERICAN PETROLEUM INSTITUTE Month 
of February 
Total domestic production (bbls. of 42-gal- 
on acti 
Domestic crude oil output ‘bbls.) 
Natural gasoline output ‘bbl 
Benzol output (bbls.) 
Crude oil imports (bbls.) 
Refined products imports (bbls.) 
Indicated consumption—domestic and export 
ibbls.) 
Increase—-all stock ‘bbls.) 


COAL EXPORTS (BUREAU OF MINES)— 
Month of March 
U. S. exports of Pennsylvania anthracite 


(net tons) 


To North and Central America (net tcns) 
To South America (net tons) 

To Europe (net tons) 

To ASia (net tons) 


COMMERCIAL STEEL FORGINGS (DEPT. OF 
COMMERCE)—Month of March 
Shipments ‘short tons) 
Unfilled orders at end of month (tshert tons) 


COPPER INSTITUTE For month of April 
Copper production in U. S. A. 
Crude ‘tons of 2,000 lbs.) 
Refined (tons of 2,000 lbs.) 
Deliveries to customers 
In U. S. A. ‘tons of 2,000 Ibs.) 
Refined copper stocks at end of period (ton 
of 2,000 lbs.) 


COTTON AND LINTERS — DEPT. OF COM- 
MERCE — RUNNING BALES— 
Lint—Consumed month of April 
In consuming establishments as ol Apr. 30 
In public storage as of April 30 
Linters—Consumed month of April 
1 consutning establishments as ai Ap! 0 
In public storage as of April 30 
Cotton spindles active as of April 30 


HOUSEHOLD VACUUM CLEANERS — STAND- 
ARD SIZE (VACUUM CLEANER MANU- 
FACTURERS ASSN.)—Month ot April: 

Factory sales ‘number of units) 


LIFE INSURANCE—BENEFIT PAYMENTS TO 
POLICYHOLDERS—INSTITUTE OF LIFE 
INSURANCE—Month of March 

Death benefits 
Matured endowments 
Disability payments 
Annuity pDayments 
Surrender values 
Policy dividend 


Tota! 


LIFE INSURANCE PURCHASES — INSTITUTE 
OF LIFE INSURANCE Month of April 
000's omitted) 

Ordinary 
Industrial 
Group 


Total 
MAGNESIUM WROUGHT PRODUCTS (DEPT. 
OF COMMERCE)—Month of March 


Shipment ‘in pounds) 


| MALLEABLE IRON CASTINGS (DEPT. Of 


COMAMERCE)-—Month ot March 
Shipments ‘short tons) 

For sale ‘short tons) 

For producers’ own use (short tons) 


Orders booked, les cancellation, tor sale 
‘short tons) 
Unfilled order end of month, for sale 


(short tons) 


NEW YORK STOCK EXCHANGE—As of Apr. 30 
(000's omitted): 

Member firms carrying margin accounts— 
Total of customers’ net debit balances 
Credit extended to customers 
Cash on hand and in nanks in U. S 
Total of customers’ free credit balance 

Market value of listed shares 

Market value of listed bonds 

Stock price index, 12-31-24=-100 

Member borrowings on U. S. Govt. issues 

Member borrowings on other collateral 


NON-FARM REAL ESTATE FORECLOSURES— 
FEDERAL SAVINGS AND LOAN INSUR- 
ANCE CORPORATION—INDEX FOR ES- 
TIMATE AS ADJUSTED (1935-39— 100)— 

Month of December 


PORTLAND CEMENT (BUREAU OF MINES)— 
Month of March: 
Production ‘bbls.) 
Shipments from mills (‘bbls.) 
Stocks ‘at end of month) ‘bbls.) 
Capacity used 


REAL ESTATE FINANCING IN NON-FARM 
AREAS OF U. 8S.—FEDERAL SAVINGS 
AND LOAN INSURANCE CORPORATION 

Montn of March (000’s omitted) 
Savings and Loan associations 
Insurance companies 
Banks and Trust companies 
Mutual Savings banks 
Individuals 
Miscellaneous lending institutions 


Total 


STEEL CASTINGS (DEPT. OF COMMERCE)— 


Month of March 
Shipment (short tons) Ps 
For sale ‘short tons) 
For Producers mwwn use (short tons) 
Unfilled orders for sale at end of mont! 
‘short tons) 


TREASURY MARKET TRANSACTIONS IN DI- 


RECT AND GUARANTEED SECURITIES 
OF U. S. A.—Month of April: 

Ne ales a 

Net purchases 


J 


satest 


Manth 
2i0NntO 


2,660,000 
150,519,000 


070,000 
11,000 


2,363,000 


354,006 


576,060 
741,00¢ 


U0 Hoe 


143.697 


141,05¢ 
10,897 


997,021 


.445,450 
5,871,447 


119,985 
355,166 
112,586 


.801,000 


252,656 


484, 000 
426,000 
142,000 
500,000 
587,000 
889,000 


028,000 


256,000 


414,000 
182,008 
$1,852,000 


672,006 


$625,904 


68,345 
297,823 
942,239 


66,237,520 
132,097,816 


70.5‘ 


$178,367 


301,513 


74 


76.630 
192,789 
51,482 
168,280 
127,961 


$881,033 


133.339 
102,027 


56,55< 


231.754 


Previou 
Month 


120,079,000 
167,972,000 
12,987,000 
11,000 
13,873,000 
355,000 


196,495,000 
2.805.000 


= 
37,950 

»¢ 
238 ee 
49 l 
11.917 
Aa af 
it) 


17,839,000 
33,101,000 

7,825,000 
17.630.000 


41,746,000 
46,239,000 


£269,230,000 


$1,337,000 
433.000 
454.009 


$2,224,000 


900 


$550,366 
64,389 
325,969 
550,781 


13,751,000 
9,134,000 


*22.206,000 


7s 
iv 


$223 .905 
67.987 
166 3871 
46.020 
152.070 
105.636 


$756,490 


35.042 
99,425 
35,617 
20,202 
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Some Deteriorajion, But No Depression 


(Continued from first page) 

leyment is greater than at the 
same season a year ago and com- 
mercial failures have been in- 
creasing during the last several 
nonths. 

So far, the deterioration of busi- 
ness has not been sulficient to 
constitute even a mild recession, 
but unfortunately turtner deteii- 
oration is to be expected. Happily, 
it does not now appear likely that 
we shall have one of our severe 
depressions. I snall set forth in 
the tollowing paragraphs the prin- 
cipal supports for these conclu- 


S1i0Mrs. 


Supply, Demand, and Price 
Relationships 


Commodity price movements 
suggest furcher deterioration in 
the general business situation. 


Price weakness developed first 
early in 1948, in grains and cotton. 
In recent months price declines 
have spread to all major com- 
modity groups. Even the prices 
of building materials, house fur- 
nNishing goods, and metals 
groups which were firm longer 
than the otiiers finally have 
Succumbed to the declining 
tendency. The weakness in metals 
is particularly significant. The 
price of iron and steel scrap, a 
useful business forecaster in itself, 
has fallen almost 50% since last 
Nevember. The nonierrous metals 
copper, lead, and zinc—have all 
dropped severely in recent weeks 
and have not as yet found a solid 
resting place. The index of 28 
commodity prices, compiled by the 
Bureau of Labor Statistics, which 
includes most of the important 
egricuitural products and indus- 
trial raw materials—commodities 
whose price changes nave often 
given an early indication of a 
change in the business situation 
has as vet given no evidence of 
a prospective termination of the 
current decline of the general 
whelesale price level and of busi- 
ness activity. Continuation of a 
lower price in the futures market 
than in the spot market for a 
number of commodities dealt in 
in both types of market is another 
suggestion of lower prices to come 
During the past vear fundamen- 
tal changes have taken place in 
supply, demand, and price rela- 
tionships. Supply outran demand 
at previously existing prices, first 
as to agricultural products and 
subsequently as to almost all 
groups of commodities. Prices have 


declined, but a solid price struc-., 
ture has not yet been estabiished | 


at a lower level. 


Consumer Buying 

3uving by ultimate consumers 
has fallen off and will probably 
continue to shov unfavorable 
comparisons with a year ago. Re- 
tail trade has turned down defi- 
nitely. The index of department 
store sales, adjusted for seasonal 
Variation, compiled by the Fed- 
eral Reserve Board, reached its 
peak in July, 1948, and has de- 
clined 14%. The more comprehen- 
sive index of retail sales coinpiled 
hy the Department of Commerce 
has declined somewhat less over 
« sherter period of time. Weekly 
department store sales since the 
first week in November, 1948, 
have been showing an unfavorable 
comparison with a year previous, 
anc for the tirst four months of 
1949 they were 3% below the cor- 
responding period of 1948. 

There are very tew things 
beught by ultimate consumers 
which are not now in ample sup- 
ply te take care of consumer de- 
nands. Passenger automobiles re- 
main the significant exception, 
and even here the situation is 
changing rapidly. A part of the 
very large purchases by consum- 
ers curing the last two or three 
years was made tor the purpose 
of replenishing depleted supplies 
in the hands of consumers. Sev- 


eral 


billion dollars of sales in the 





vear 1948 were due to such inven- 
iory accumulation. This is now 
= thing of the past. It has been 
estimated that for the vear 1949 


c 


recuction of 3% in consumer ex- 


penditures can be accounted tor 


{ 


merely by the end of inventory 
accumulation by consumers. 


Residential Construction 

Construction of residential 
buildings, to make up a shortage 
which existed at the end of the 
war. was one of the strong sup- 
ports of our postwar inflation 
boom. It has appeared for severa! 
months that supply was catching 
up to demand at vrevailing build- 
ing costs. Residential cconstruc- 
tion has fallen off sharply since 
July. 1948, and for the first quar- 
ter of 1949 such construction was 
15¢ below the tirst quarter of 
1948. 

3usiness Buying 

Whether consuiner spending or 
pencing by business organizations 

the more dynamic factor In 
haping the course of general busi- 
ness is an issue often debaied-but 
cne which cannot and need not 
be 1€solved. Both types ct expen- 
jiture are extremely important 
ana there is a continuing inter- 
aciien between thera. 

Supply seems to have caught up 


o aemand, in some areas sur- 
pussed it, with respect to the 
things bought wy business organi- 
ations. Inventory accumulation 


OV business sinee the end uf 1945 
Was one of the important reasons 
o1 the postwar boom. During the 
vear 1948 alone the addi.ivn 
pusiness inventories amounted to 
everal billion dollars. The sizable 
xpenditures ior accumulation in 
1648 will not be made in 1949. 
Chis will revresent a notable con- 
trection in business demand. 


Ss 10 


Viorecver, it 1s probable that there 
wil] be some inventory liquidation 
u:ing the vear 1949. This could 
become a depressing influence ot 
considerable lmportance. 

Plant ana equipment expendi- 


ures by business are also on the 
downgrade. Some inonths ago es- 
iimetes made by specialists in this 
iield indicated an expected arop 
f 5% to 10% for 1949 in com- 


parison with 1948. The actual fig- 
ures now availadle for tne first 
juarter of this year are even more 
uniay orable The F. W. Dodge 
Corporation has reported that the 
first quarter plant expenditures 
were 19% below the first quarte. 
of last year. 
New Orders 

New orders received by manu- 
fucturers have been declining. Tie 
index compilea by the Associatea 
industries of Massachusetts 1s 
noderately below its peak reached 
ceily in 1948 put well apove the 
iow point touched in the middle 


4 


of i948. The index for tne coun- 
try as a whole compiled by the 
Department ot Commerce shows a 
ouerate drop from the level of 
iast autumn. Individual reports of 
an alarming sort are being met 
occasionally, but the situation as 
pertrayed Dy the comprehensive 
statistics is not alarming. 


Supports in the Current Situation 

There are several strong sup- 
ports in the current. situation 
which suggest that we are not on 
the krink of one of our severe 
depressions. Businessmen are jus- 
tified in placing some reliance on 
these suvnports. 

(1) The large block of govern- 
ment spending will not be re- 
aucea. If total ex »,enditures by 
the Federal, State, and local gov- 
eriiments, for both fcreign and 
domestic purposes, are lumped to- 
gether, they represent about 20% 
of total national business. This 
large amount of stable spending 
is an important support in the 
face of declining private business. 

(2) Mereover, government 
spending may increase in 1949 bys 
several billion dollars. 

(S) The Federal government ha: 


a certain amount o: responsibility 
ind considerable determination t¢ 
orevent a serious collapse oi busi 


ness. The eovernment can and 
Will take stiong measures if nec- 
essary and the people oi the coun- 


} 


in such action. 


(4) The agricultural price sup- 
Ort program can be expected to 
a stron2 support to the price 


level even though it may not be 
fully effective. 


(5) There is a plentiful supply 


f potential credit at mocerate 
icles 

(G) The money supply of the 
ountry is not likely to shrink 
sharply, as it did in 1920-1921 


fhe basis for this expectation is 


that this time the money supply 
was built uo lares ly on the basis 
yo the issuance olf government 
onds—which will not be wiped 
out—-whereas in 1920 the money 
supply had been built up to a 
considerable extent through the 
expansion of pank loans—which 
were called in large volume afte: 
business turned down. 

(7) The strong condition of the 
banks of the country and the sup- 
port afforded by the Federal De- 
posit Insurance Corp. constitute 
a noteworthy supporting factor. 


Probable Extent of the Recession 

There were four general busi- 
ness recessions between the two 
World Wars. One of these, 1923- 
1924, was mild: two, 1920-1922 
and 1957-1939, were severe; and 
the fourth, 1928-1933. was catas- 
trophic. The accompanying table 
shows the percentage decline fron 
the high month to the low mont! 


and the duration of the decline 
recorded by the Federal Reserve 
Board index of industrial produc- 


tion and the Bureau of Labo 


Statistics index of wholesale com- 


modity prices. 


EXTENT OF FOUR RECESSIONS 


F.R.B. Indu B.L.S 
Prod I 

ye Dura D D 
Months Monit 
1920-22 33 13 46 20 
1923-24 18 14 g LS 
1928-33 54 36 39 os 
1937-359 33 12 15 28 


My analysis suggests that we 
are facing a general business re- 
cession somewhat more sever 
than 1923-1924 but not so sever 
as 1920-1922. During 1920-1922 in- 
dustrial production declined 33% 
and commodity prices fell 46% 
My “guess” is that the monthly) 
indexes of industrial procuctiol 
and wholesale prices, at some time 
before the end of 1950, will reach 
levels something like 25% below 
their peaks of 1948. Inasmuch as 
production and prices have al- 
ready fallen 6% or 7%, the ex- 
pectation is for a further fall ol 
as much as 15% to 20%. To make 
a forecast in such specific terms 
is perhaps imprudent on the part 
of the forecaster. I make it with 
full realization of the risks in- 
volved, but with the hope that it 
may help to crystallize the analy- 
sis of those who may chance tec 
eive consideration to it. 

II 
Measures to Prevent a Serious 
Decline in Business 

It is of the greatest importance 
now that all measures possible be 
taken to prevent the current 
downturn in business from devel- 
oping into a serious depression. 
Opportunities are at hand in three 
areas. The managers of business, 
with the cooperation of labor and 
credit agencies, may take signifi- 
cant action at the level of the 
individual business unit. Addi- 
tional opportunities exist for ac- 
tion at the community level by 
means of intelligent cooperation 
by community leaders in business, 


banking, labor, civic organiza- 





Acticn by the Individual Business 


iry Will suyvort the government The principa 


the threatening 


culty of getting widespread adop- 
which are clear] 


against impendi: 
types of socia 
individuals 
vated by the resolve to adapt thei: 
policies to the general 


sibility of the manager of a busi 
ness is to Keep the business fron 


not seriously threatened by 
business decline 


able opportunity to determine op 
situation, even though in the shor 


business units. 


confronting 
commercial 


riously, Their pricing policie 
perhaps the 
ment in their attempt to meet thi 


things they 
more appealing to poten 
business declins 
considerable 
action against high prices. 
ning with agricultural 
ties and spreading to all commod 
ity fields, purchasers came to 


Purchasers feel that 
commodities 


price reductions, 
eneralization 
solve adequately t! 
lems of American industry. 


e pricing prob- 


commodities, 


related commodities, as individ 


: pone 
maae peror 
a pricing policy 
commoditic 


y the interplay of impel 
sonal market forces, but there are 


are set largely as a result of care- 


consideration 
the double question: Will the con- 


ers Or will it rebel buyers by sug- 
gesting that the reduction 


should, therefore, wait for furthei 
In order to avoid the 
unfortunate effect of discouraging 
buying, the price of a commodity 


reductions. 


duced to a point where the seller: 
are willing to hold fast for a sig- 
nificant period of time. 


commodity 


should be of sufficient size to at- 
there is to be any effect on b 
particularly 


as abnormally high. On the othei 


substantial 


point which nakes sense” wilt 
not stimulate sales if the buvers 
lave substantial inventories on 


An important question in prie 
Ing policy is the probable effect 
of a price reduction on the total 
sales Of an industry in contrast 
with the eifect on the sales of the 
individual producer who make 
the price reduction. For the pur 
pose of stabilizing the business 
situation, a price reduction is not 
effective unless it stimulates totat 
sales in contrast to the sales oj 
an individual producer. Getting 
business away from a competitor 
through a price reduction is un 
stabilizing, in fact. The competi 
tor shortly will be forced to meet 
the lower price and, unless th« 
lower price stimulates total de- 
mand, the stage is set for a down 
ward spiral of prices, which in 
tensifies the sales decline. 

Cost Reduction—Cost reduction 
in the operation of a business is 
essential in order for the business 
to continue to make a profit, or 
avoid a loss, after it has reduceé 
its selling price in order to hole 
up its sales. For the purpose of 
stabilizing the business situation 
it is important that cost reduc 
tions be of such a sort and in 
such amouts as to avoid cutting 
down consumer purchasing powet 
and business spending as much 
as possible. There is, of course 
a conflict between cost reduction 
and maintenance of consumer and 
business spending. What oppor 
tunities are there for cost reduc 
tion which do not reduce seriously 
the purchasing power element in 
the business situation? 

In the first place, it may bb 
observed that the very fact ot 
yeduced operating rates after bus 
iness has turned down brings 
some reduction in cost. It is well 
recognized that boom conditions 
contain aspects of waste and that 
the optimum rate of operation t* 
somewhat below the peak reached 
during a boom. 

There is an opportunity fot 
strong business concerns to mak« 
expenditures for capital improve 
ments which reduce costs of op 
eration. Such expenditures are 
especially significant as they hole 
up business spending while they 
Cut COStS. 

Reduction in the cost of raw 
materials is an important element 
in the attempt to cut costs after 
a business downturn. Raw ma 
terial prices ordinarily decline 
more promptly and more severely 
than the general price level. For 
the purpose of ‘general business 
stability. the wise policy for pur 
chasing agents to follow is to take 
advantage Of al] reasonable oppor 
tunities in lower raw material 
prices but to avoid contributing to 
a demoralization of raw material 
markets. Demoralized raw mate 
rial markets are disadvantageou: 
not only to raw material produe 
ers but also to the sellers of the 
products fabricated from the ma 
terials. In addition to saving 
from lower prices. there are op 
portunities for savings in raw ma- 
terial costs through more efficien! 
use of the materials. More careful 
supervision will accomplisn some 
thing in this direction. 

Savings can also be made by 
dropping out of the line of prod 
ucts those which are unprofitable 

On the labor side. some reduc- 
tion in employment and rates of 
pay are essential. Such reduc 


‘ions should be kept to a minimum 


for both economic and human 
considerations. The lay-off of! 
some of the less efticient worker 
and supervisory personnel is a 
policy to be adopted. The provi 
sion for such individuals in & 
period of slack business should 
not be overlooked but should not 
be a charge upon the operations 
of business. Wage rate reductions 
in proportion to the decline in the 
cost of living will bring some 
cost saving to the employer and 
no hardship to the workers: and 
it nay be necessary in Many In 
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stances to reduce wages further 
than thet in order to preserve the 
financial stability of the business. 
This should be done, however, 
only under conditions of neces- 
sity because take-home pay will 
presumably have been reduced 
already by reason of a_ shorter 
work week. 

Maintenance of Employment 
and Take-Home Pay—The only 
fully effective way of maintaining 
employment and take-home pay 
is to maintain sales, but there are 
some opportunities apart from at- 
tempts to maintain sales for hold- 
ing up employment. These oppor- 
tunities should be. carefully 
studied and acted upon with 
imagination and courage. Efforts 
in this direction will help to mai.- 
tain consumer spending, to keep 
up morale, and hence the etti- 
ciency of the work force, as well 
as minimize the human distress 
involved in a period of dull busi- 
ness. 

Work-spreading was attempted 
seriously in the depression of the 
early 1930s and can probably yield 
better results this time than it 
did then. Work-spreading is a 
good thing if the work does not 
have to be spread too thin. 

Moving workers to other jobs 
within the company also offers 
some promise in many large and 
medium-size businesses. It is 
often true that when some de- 
partments are dull. others are still 
active. Shifting workers from one 
aepartment to another requires 
training for more than one job, 
and also raises some problems 
with respect to seniority. Neither 
of these problems needs to be in- 
surmountable if the management 
and representatives of labor go at 
it with intelligence and a co- 
operative attitude. 

There are also possibilities for 
maintenance of employment 
through the creation of new jobs 
or through the carrying on of cer- 
tain activities which the company 
had planned to carry through in 
dull times. Thus certain types of 
maintenance work can be done by 
production workers not needed in 
production departments. Some 
Improvements and changes 
throughout the plant may be 
made. Additional experimental 
and developmental work, for which 
funds are available, can be used 
as a stopgap. In past periods of 
dulless various forward-looking 
companies throughout the country 
have accomplished much in hold- 
ing up employment because they 
had planned ahead, were in a fi- 
nancial condition to make some 
additional outlays, and were im- 
aginative in discovering opportu- 
nities. 

Inventory Policy—After busi- 
ness has passed its peak, one of 
the serious problems which con- 
fronts manufacturers and distrib- 
utors is the large size of their 
Inventories. Typically, inventor- 
jes had been regarded as sound as 
long as business was expanding 
but rather sudden|l y became 
ourdensome after a downturn of 
orders. This situation is develop- 
Ing at the present time because in 
many lines orders are falling off 
more sharply than it is practical 
to reduce rates of production. The 
inclination of business manage- 
ment is to clean up the inventory 
situation as rapidly as_ possible. 
This inclination appears to be jus- 
tified because, by working its in- 
ventory down rapidly to manage- 
able proportions in terms of ; 
lower volume of sales, the busi- 
ness gets itself into a sounder 
financia) condition and in a good 
competitive position. But when 
rapid inventory reduction becomes 
the general policy throughout an 
industry or trade, as it tends to do 
shortly after one of the competi- 
tors starts it, the widespread rapid 
reductions create a demoralized 
situation in tne market which de- 
presses rather than stabilizes con- 
ditions. Therefore. it is important 
in the interest of stabilization for 


| erable 


each competitor to make inven- 
tory reductions as gradually as he 
can. Here is one of the clearest- 
cut instances where an intensely 
competitive policy militates 
against the best interests of alli 
concerned. 

Capital Expenditures—The pol- 
icy as to capital expenditures can 
make a contribution towards sta- 
bility or the reverse. If scheduled 
outlays are carried out as nearly 
as possible to the full extent 
planned rather than being slashed, 
such outlays will furnisn consid- 
support. Business should 
make reductions in these outlays 


'as gradually as its financial condi- 


tion will permit. 

Other Measurements by Man- 
agement—Past experience On the 
part of many companies _ has 
shown that there are numerous 
additional opportunities for main- 
taining sales. More and _ better 
sales effort is important. The 
sales manager of a small business 
whose sales have dropped sharply 
determined recently to get his 
sales force together in an extra 
session once a week to try to dis- 
cover constructive moves. ““Wnen 
husiness is booming,” he says, 
“our production workers have to 
make extra effort. So why 
shouldn’t we salesmen make extra 
effort when business is dull?” 

Manufacturers and distributors 
should try to find new uses tor 
their products. Imagination and 
effort will oftentimes bring sur- 
prising results here. Improvement 
in the quality of the products, 
which is similar to a price reduc- 
tion, may uncover new sales Op- 
portunities; and the introduction 
of new products, particularly if 
they have been developed and 
planned in advance. will help. 


Operating Policies of Credit 
Agencies 

Among the various functions 
performed by commercial banks 
there are two which are closely 
related to the mitigation of a ae- 
cline in business. These functions 
are the supply of business credit 
and the creation (or liquidation) 
of purchasing power. It goes 
without saying that the first duty 
of commercial banks is to protect 
their soundness. Great improve- 
ments in our banking system have 
been achieved since the great 
liquidation of the early 1950s, so 
that the banks of the couniry are 
now in a much better position 
than they then were to exert a 
stabilizing influence after a busi- 
ness downturn. 

Is it too much to expect that 
the banks should come to the aid 
of their busiiess customers as the 
clouds thicken? It would be a 
substantial contribution toward 
the stabilization of business if the 
banks would be as lenient as pos- 
sible in calling for reduction of 
loans after business has turned 
down. Calling for loan reduc- 
tions compels the borrowers to 
liquidate inventories and to exert 
pressure in collecting their ac- 
counts receivable. Both of these 
actions tend to push _ business 
down rather than to support. it. 
Moreover, what the banks’ cus- 
tomers may need most is addi- 
tional credit to help them carry 
inventories and accounts receiv- 
able. It is to be hoped that no 
business which is a sound busi- 
ness risk for the long pull will 
suffer seriously trom lack of 
credit in a short-run business de- 
cline. 

A gentle rather than a harsh 
policy in calling loans also keeps 
the liquidation of purchasing 
power to a minimum. The pay- 
ing down of Ilcans brings a reduc- 
tion in bank deposits, which con- 
stitute by far the largest part of 
our total money supply. The 
record-breaking shrinkage of 
more than one billion and a half 
dollars in commercial, industrial 
and agricultural loans since the 
end of 1948. has been accompanied 
by an even larger shrinkage in 
demand deposits. (There has 
been some shrinkage in the in- 


| 


holdings of the banks 
also.) Although there is as yet 
no question as to the adequacy 
of total money supply, the current 
sharp shrinkage in loans empha- 
sizes the importance of careful 
eonsideration of banking policies 
in the months ahead. It is grati- 
fying to know that the bankers 
associations of the country are 
alive to the problem and are mak- 
ing plans to cope with it. 


vestment 


Community Action to Minimize 
the Business Decline 

Much can be done on a local 
community basis to prevent this 
decline in business from becoming 
severe. Now is the time for com- 
munity councils to be formed 
throughout the land to set up de- 
fenses against depression at the 
grass roots. A community coun- 
cil made up of the local leaders in 
business. banking, labor, civic or- 
ganizations and the local govern- 
ment can sustain local business to 
some extent and can Keep up 
morale and relieve _ distress, 
although many elements ina gen- 
erai business decline are quite be- 
yond the potential impact of local 
efforts. A community council 
should make and keep up to date 
a survey of the business condi- 
tions and employment situation in 
its area. It should provide for the 
organization and operation of a 
more efficient employment ex- 
change than probably exists al- 
ready. It should provide a mech- 
anism for the interchange among 
local businessmen of all poten- 
tially useful ideas on stabilizing 
their own businesses. The council 
should also foster the closest sort 
of tie-in between credit agencies 
and community needs and should 
exert a significant influence in the 
promotion of management-labor 
cooperation in a time of crisis. 


Government Policies 

Despite the best efforts of all 
other groups. there are some 
needed actions which only the 
Federal Government can_ take. 
The government can make a uni- 
fied attack of great magnitude 
which it is difficult or impossible 
for individual businesses or sepa- 
rate communities to make. 

It seems to me that the govern- 
ment’s action should be directed 
toward two objectives to infuse an 
element of contidence into the 
economic situation and to Keep 
human distress at a minimum. 

The Infusion of Confidence—lI 
would suggest that the govern- 
ment make plans to provide addi- 
tional support to agricultural 
prices, if the present support pro- 
gram seems likely to prove inade- 
quate to prevent further grave 
weekness in agricultural prices. 

I would also suggest that the 
government make sure that ample 
credit continues to be availabie 
for business. This would involve 
the replenishment of bank re- 
serves li they should fall to a 
point where the credit supply is 
iikelv io be restricted. It would 
also involve encouragement to the 
banks to be lenient in calling bank 
loans and to cooperate with their 
business customers by furnishing 
credit support where necessary to 
prevent injurious liquidation of 
inventories or oppressive collec- 
tion of accounts receivable. It 
would aiso involve the provision 
of additional guarantees or other 
aids to the banks, if such should 
become necessary to make pos- 
sible the desired credit policies. 

The government should increase 
its total expenditures if total vol- 
ume of private business declines 
substantially, in order to relieve 
increasing unemployment. Al- 
though economy in government is 
an important long-run objective. 
a period of business downturn is 
not the time for it. Economies in 
the operation of government, if 


thev amounted to anything appre- | 


involve throwing 
which, in a 
downturn, 
and 


would 
people out of 
period of 


ciable, 
work 
business 
the decline 


would intensify 


aggravate the problem of reliev- 
ing human distress. 

I should also recommend 
tax rates be not raised and per- 
haps, in some parts of the tax 
structure. be lowered as a relief 
measure. We should, moreover, 
reconcile ourselves to the neces- 
sity of aeficit financing. Govern- 
ment porrowing will have to be 
resorted to if business deterior- 
ates very much further, because 
government expenditures will 
have to be increased and tax re- 
ceipts will decline. 

Relief of Human Distres 
Federal Government is the iast 
bulwark against the spread and 
deepening of human distress in a 
period of declining business. To 
perform this role effectively | 
suggest two courses ot action 
Our unemployment insurance sys- 
tem shculd be extended. as to the 
number of weeks of unemploy- 
ment covered and as to. the 
amount of the weekly compensa- 
tion. Secondly, the government 
should be prepared to offer em- 
ployment opportunities. It is very 
important that pbublic works be 
planned and managed in a much 
more efficient manner than was 
the case in the early 1930s. It is 
also important that government 
employment opportunities be 
available on a larger scale. 


that 


The 


Personal Considerations 

Economic, political and organi- 
zational efforts are the weapons 
in the struevgle lo avert depres- 
sion. 3Zut in this struggle, as ina 
other kinds of struggle, the out- 
come may depend on personal and 
moral qualities. Strength of char- 
ucter may win the day. As we 
look ahead now, we may fteel 
assured that it everyboay “stays 
in there pitching.” if we “dare to 
try the impossible.” if we merge 


the good of each with the good oO! 
all, conditions cannot become bad. 
Finaliy, it should be empha- 
sized that a business depression is 
not a trough on a statistical chart, 
or an impersonal business silua- 
tion. It is, essentially, millions of 
individual persons in economic 
distress and in menta] anguish. 
At present, widespread economic 
distress aoes not loom ahead. But 
now is the time to set up yur 
personal psychological deteases so 
that. if widespread economie dis- 
tress should come, we shall not 
succumb to mental anguish. 

May I suggest a 
perscnal detense’? Let us remind 
ourselves of our great good tor- 
tune in having been born in this 
particular part of the world, the 
part where comfort, freedom and 
fricndliness so ricnly abound. Let 
us re-examiie Our scale of values, 
so that we may not place the eco- 
nomic values higher on the scale 
than they deserve. Delight in na- 
ture. in the home, in the circle of 
friends. joys of tne mind, tne 
heart and the soul should survive 
a cut in the pay check or 
in the stock market. 


few lines: of 


a crash 


the 
the 
some- 
The 


detense agatinst 
onset of personal anguish is 
simple activity of doing 
thing tor somebody else. 
“Over-Forty-Club” of the early 
1930s is a case in point. Unem- 
ploved men over 40 years of age 
formed the club and each member 
undertook to find a job tor some 
other member. Chins stayed up 
and jobs were found. 


Another 


There is also the line of defense, 
familiar to some and available to 
all. of inward spiritual reliance. 
The wise men of all agree 
that there is a power beyond our- 


ages 


selves which “we can surely fitid 


if we truly seek.” 


What's ‘Normal’? 
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year? Is it 1926, or the average 
of 1935-1939, or what is it? Ob- 
viously, with our changed econ- 
omy, it would be rather futile to 
go that tar back. We should, no 
doubt, look closer at hand. But 
then what year are we to select 
as a measuring stick? In the past 
ten years, we have had four wai 
years, when the value of Our na- 
tional product was distorted by 
war production and almost tout 
years of postwar activity accom- 
panied by huge plant expansion. 
the filling up of inventory pipe 
lines, and the supplying of the 
pent-up demand for all types of 
merchandise and machinery which 
were unobtainable during the war 
years. Surely, not one of these 


eight years could be classified as | 


normal, for not only were the 
number of units produced abnor- 
mal but so were prices, both ol 
which naturally affected the value 
of national product. 

However, we must select some 
sign post as a Starting point to 
lead us to a conclusion. Suppose, 
then, we take the ten years from 
1939 to 1948 inclusive. These ten 
years gave an average value of 
national product of $178 billion 
and an average national income ol 
$153 billion, which figures com- 
pare with 1948 national product 
of $252 billion, and 1948 income 
of $224 billion. (Source: 
Economic Report of the President 
submitted to Congress January 
1949.) We then have a projected 
‘normal’ of national product 
about 331;% below last year, and 
of national income also approxi- 
mately 3315% less than in 1948. 

Further 15-20% Price Drop 

In this connection it is interest- 
ing to quote a statement made by 
Joseph L. Snider, Professor of 
Business’ Economics at Harvard 
University, before the Pennsyl- 
vania Bankers Association. Said 
he: ‘My analysis suggests that we 
re- 
severe 


are facing a general business 


cession somewhat more 


| would do to 


| whose sales 
| showed 


The | 


lin 1948, a drop of 65% 


1923-24 (mild) but not so 
severe as 1920-1922. During 
1920-22, industrial production de- 
clined 33% and commodity prices 
fell 46%. My guess is that the 
monthly indexes of industrial 
prices, at time before the 
end of 1950, will reach ievels 
something like 25% below their 
peaks of 1948." Continuing he re- 
marked that since production and 
prices have already dropped 6 or 
7%, we may expect a further drop 
of from 15 to 20%. 


than 


some 


estimate of normaley, 

correct and 
guess be sound, the next 
shoutd be 
mal.” 


it our 
then, be 
Snider's 
twelve 
from 5 to 8% 
This, of course, would not be too 
bad were it not for the tact that 
we must consider what such a fall 
in the value of national product 
corporate profits. 
May we refer to our release of 
March 16th in which we quoted 
from a survey of the National City 
Bank of New York, dealing with 
the effect that a drop in sales had 
upon corporate profits. Omitting 
other figures we confine ourselves 
to the sampling of corporations 
fell 25%. This group 
that such a sales decline 
loss of 79°; of prof- 


Protessor 


months: or so 
above no} 


resulted in a 


| its. 


Disproportionate Profits Drep 

Granted that this drop in sales, 
coming during a boom period, did 
not permit corporations to adjust 
their expenses quickly enough; 
nevertheless we doubt, ii under 
favorable business control, a loss 
of 25% in sales, would mean less 
than a 65% drop in protits, How- 
ever. in view of the enormous 
profits achieved by corporations 
would not 
per se mean a depression year, but 
there is. of course, another most 
important factor to consider 
namely taxes. 

Suppose, a corporation last year, 
had an operating profit of $1,000,- 
000. Its net, 


after Federal income 
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themselves 


product of $8 
average national income of $67 
billion, approximately 
Jess eo than in 1929. | 


1929 than during 
actual dollar amount of taxes paid 


Tax Incidence 


question seriously complicates the 
during a period of t 
contracting 


income of $224 billion, 

no material 
expenditures 
nal income drops to $153 


inconsiderable 


will be somewhat bette 


approximately 


that price stabiliza- 


We believe < . that the increased 


accumulated 


as at present we shail have 


ee ce oc UW 


corporations will, 
competition, 
centagewlse 





roiits to sales as they did on the 
larger volume, and secondly, tha 
dividends will be only proportion 
ately reduced; both suppositio 
however, will be found to bé 
ighly fallacious. As we quotea 
heretofore, profits fall actually 
and percentagewise much taster 
than sales. hence dividends are 
more drastically reduced. 


It would seem from above dis- 
cussion that normalcy with rea- 
sonable profits and dividends wil 
be somewhere between ourt two 
estimates, proviaced that we resori 


to some deticit financing in leu 


‘ese are all figures and estli- 
mates, but they involve the prac- 
tical problems of reducing ex- 
penses and labor costs by greate} 
efficiency and technological im- 
provements. Lower wage rates ap- 
pear to be out of the question. 
if we are to achieve a 50% over- 
al] increase in unit production and 
distribution, goods must be priced 
attractively to overcome consumer 
resistance. 

The labor situation being what 
it is, the multiplicity of taxes of 
all kinds, growing consumer re- 
sistance, and increasing competi- 
tion make the problem far from 
a simple one. It js wearing out 
pencils taster than an efficiency 
expert can sharpen them. 

Sut it goes far to explain the 
“mystery” of the stock market 
Possibly. as we have attempted to 
demonstrate, a gross’ national 
product somewhat above normal 
may constitute reasonable pros- 
perity, which might possibly war- 
rant stock prices at approximately 
present levels. However, the nor- 
mal never immediately follows 
the abnormal. There is always a 
hiatus in between, which usually 
develops the subnormal, before 
the normal is finally achieved. 


William G. Kyde With 
Wm. E. Pollock & Go. 


William G. Hyde is now asso- 
ciated with Wm. E. Pollock & Co.. 
Inc.. dealers in U. S. Government 























William G. Hyde 


and municipal bonds and under- 
writers of corporate securities, In 
the firm’s California office at 232 
South Beverly Drive. Beverly 
Hills. 

Mr. Hyde was formerly an offi- 
cer ot Blair & Co., Inc., of New 
York, with headquarters in San 
Francisco. 





Cla yton Chilcote Opens 

(Spe Oo Try YANCIAL CHRON CLE) 

L ANC AS TER OHIO — Clayton 
C. Chiicote is engaging in a se- 
curities business from offices at 
1103 West Fair Avenue. 


Gerard H. Coster Opens 

MOU VERNON, N. Y.— 
Gerard ny Coster is engaging in a 
securities business from offices at 
175 Columbus Avenue. Mr. Cos- 
ter in the past was a partner In 
Billings Olcott & Co. 
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_ Pres scott ( Co. Adds 
THE IAl CH ONITICLE? 


CL EV EL AND. “OHIO —John P. 
Fox is now associated with Pres- 
cott & Co., Guardian Building, 
nembers of the New York and 
Cleveland Stock Exchanges 
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Securities Now in Registration 





Allied Western Oil Corp., New York (6 1) 
May 17 (letter of notification) 1,200,000 shares of com- 
mon stock (par Ic). Underwriter—Atlantic Securities 
Co., 699 Madison Ave., New York. Price—25c per share. 
Drilling of wells, acquisition of oil leases, etc. 

American Fork Consolidated Mines, Salt Lake 

City, Utah 
May 9 (letter of notification) 400,060 shares of capital 
stock. Price 25 cents per share. Underwriter—Cromer 
Brokerage Co., Salt Lake City. For mining development, 

American Light & Traction Co. 

May 13 filed 634,667 shares of common stock (par $25). 
Offering-—United Light & Railways Cc., (parent) plans 
the sale to its stockholders of record June | of the 654,667 
hares of American at $12 per share on a 1-for-5 ratio. 
Underwriter—None. The proposed sale is to conform 
with SEC order under the Holding Company Act which 
‘alls for United’s sale of American Light stock noldings 

American Telephone & Telegraph Co. 

April 21 filed between $393,000.,000 to $400,000,000 ten- 
year 313% convertible debentures, due June 20, 1959. 
Offering—Offered for subscription by stockholders of 
record May 6 at the rate of $100 debenture for each six 
shares of capital stock held at par (flat). Rights expire 
June 20. Underwriting—None. Proceeds—For advances 
1o subsidiary and associated companies; for the pur- 
chase of stock offered for subscription by such com- 
panies; for extensions, additions and improvements to 
its own telephone plant; and fer general corporate pur- 
poses. 

® Anemcstat Corp. of America, New York 

May 20 (letter of notification) $300,009) 2-year 6 in- 
staimen due in i2 equal monthly instalments, 
commencing Aug. 1, 1950, and ending July 1, 195i. To 
be offered for subscription by stockholders of record 
May 27 at 95, in racvio oi $2 of notes for each share o 
tock held. Rights Underwriting 
Wone. To replenish treasury tor moving 
to newly leased factory premises, etc. East 
9th Street, New York, N. Y. 

Argus, Inc., Ann Arbor, Mich. 

Nov. 1 filed 115,315 shares ($10 par) 512% cumulative 
sonvertible preferred stock. Offering — To be offered 
initially for sale to stockholders at the rate of one pre- 
erred stock and purchase warrant for each 3 shares 
of common stock held. With each share of preferred 
wurchased company will issue a purchase warrant en- 
‘“itling the holder to buy 80/100 of a share of the com- 
pany’s ($1 par) common stock on or before Dec. 31, 1950. 
‘Jnderwriters—Leason & Co., Inc., and First Securities 
Co., Chicago. Proceeds—For working capital. 

Arkansas-Missour: Power Co. (6/1) 

May 10 filed $3,150,000 of interim notes, due Dec. 15, 
1951. Notes are convertible after June 15, 1950, into one 
share of preferred and two shares of common for each 
$45 principal amount of notes. Underwriter—The First 
Boston Corp. Proceeds—To pay $700,000 of temporary 
bank loans, to provide $1,000,000 for current general 
corporate purposes and tor construction. 

Avco Manufacturing Corp., New York 
April 22 filed 387.041 shares ($3 par) common stock. The 
stock is reserved for issuance to officers and supervisory 
executives under the company’s “stock option plan” or 
options assumed by the company upon acquisition of 
the assets of its former subsidiary, American Central 
Manufacturing Cerp. on Nov. 20, 1946. 

Bangor (Me.) Hydro-Electric Co. 

April 22 tiled 4,840 additional shares ($100 par) 4'4% 
preferred stock and 54,304 shares of common stock (par 
$15). Offering—The preterred is offered to preterred 
and common stockholders of record May 11 at rate ot 
one new share for each 20 preferred shares held and 
one new preterred for eech 80 common shares held at 
$96!» per share. The 54,504 shares of common stock is 
offered to holders of common stock at the rate of 
share for each four shares held at $23 per share. tignts 
expire May 27. Dealer Manager—Simith, Barney & Co 
Proceeds—lor corpcrate purposes, including capital ex- 
penditures. 

Bradshaw Mining Co., Tonopah, Nev. 

Oct. 8 (letter of notification) 1,500,000 shares (5c par) 
sommon stock. Price—20 cents per share. Underwriter 
—Batkin & Co., New York. To repair and renovate mine 
af company and to exercise option to purchase processing 
imnill and move and erect such mill on the company’s 
groperty and for working capital. 

Bridgeport (Conn.) Hydraulic Co. (6 6) 

April 26 filed 36.000 shares of common stock (par $20). 
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INDICATES ADDITIONS SINCE PREVIOUS ISSUE 


Underwriters—Smith, Ramsey & Co., Gaynor, Clemence 
& Co., Chas. W. Scranton & Co., Hincks Bros. & Co., T. 
W. Watson & Co. Offering—To be offered initially to 
stockholders of record June 6 on a 1-for-10 basis, with 
rights expiring June 30. Proceeds—To reduce _ short- 
term bank loans. 
® Burns Bettling Machine Works, Inc., 
Baltimore, Md. 
May 20 (letter of notification) $100,000 5% 
preferred stock (par $100). No underwriter. 
ing capital. 
2 California-Utah Oi! Co., Los Angeies 
May 19 (letter of notification) 100,000 shares of capital 
stock (par $1). Price, par. No underwriter. For con- 
tract drilling. Equipment purchases and general ex- 
penses. Office, 417 S. Hill St., Los Angeles, 13, Calif. 

Carnegie Mines Ltd., Montreal, Canada 
April 27 filed 500,000 shares of common. Price—60 cents 
per share. Underwriters — Name by amendment. Pro- 
ceeds — For working capital, exploration, development 
and other purposes. 
® Caterpillar Tractor Co. 
May 17 filed 250,000 shares ($100 par) cumulative pre- 
ferred stock. Underwriter—Blyvth & Co., Inc. Proceeds 

—To nav a total of $21,000,000 of promissory notes held 
by 13 banks. 

Centennial Turf Club, Inc., Denver, Colo. 

May tiled $1.690,000 of 6% sinking tund debentures, 
due Jan. 1, 1965, and 160,000 shares ot Class A ($5 par) 
common. Offering—To be offered in units of $100 of 
debentures and 10 shares of stock at $150 per unit. Un- 
derwriter—Brereton, Rice & Co., Inc., Denver, Coco. 
Proceeds—To build and operate a horse-racing t 

Central Fibre Products Co., Inc. 

May 6 (letter of notification) 3.000 shares of 
common ($5 par). Price, $22 per snare. Underwriter 
Bosworth, Sullivan & Co., Denver, Colo. Proceeds to 
selling stockholders. 
® Central lilinois Pubiic Service Co. 
May 23 tiled 446,009 ($10 par) 
Ofiering—To be otfered to stockholders on a 
basis. Underwriter—The First Boston Co) 
ceeds—For construction. 

Chace Industries, Inc., West Chester, Pa. 
March 7 (letter of notification) 68,000 shares of 6% non- 
cumulative preferred stock (par $4) and 68,000 shares of 
common stock (par 10¢). Underwriter—De Witt Invest- 
ment Co., 910 West St., Wilmington, Del. To be offered 
in units of one share of each. Building of factory, install- 
ing machinery, working capital. 

Cincinnati Gas & Electric Co. 

April 15 filed 249,334 common shares (par $8.50). Offer- 
ing—Offered for subscription by stockholders of record 
May 12 in ratio of 1-to-9 at $22 per share. Rights expire 
June 3. Underwriting—None. Proceeds—To finance con- 
struction program. 

Clarostat Mfg. Co., Inc., Brooklyn, N. Y. 
Aug. 26 (letter of notification) 37.400 shares of 50¢ 
cumulative convertible preferred stock. Underwriter— 
Cantor, Fitzgerald & Co., Inc., New York. Price—$8 per 
share. Working capital, etc. 
® Clinton Industries, Inc., St. Louis, Mo. (6 9) 
May 20 tiled 150,000 shares ($l par) capital stock. Un- 
derwriters—Merrill Lynch, Pierce, Fenner & Beane, New 
York, and Newhard, Cook & Co., St. Louis. Proceeds 
To be acded to working capital tor general corporate 
purposes, including construction of miscellaneous 
provements. replacements end additions te plant. 

Coleraine Asbestos Co. Ltd., Montreal, Canada 
Aug. 16 filed 200,000 shares of capital stock. Price— 
50 cents per share in Canadian Currency. Underwriter 
—P. E. Frechette. Proceeds—For drilling operations. 

Columbia Gas System, Inc. (6 15) 

May 6 filed 1,345,300 shares common stock. Offering 
Holders of 13,452,874 snares of common stock of record 
May 24 are given the right to subscribe to the new 
shares at the rate of one share for each ten shares held, 
plus additional shares not taken up by. others. 
Rights will expire June 14. Price—s10 per share. Un- 
derwriting—None, but The First Boston Corp. will act 
as manager of a nationwide group of security deaiers 
who will be compensated for obtaining subscriptions and 
for selling shares ot the new stock to new stockholders. 
Proceeds—W ill be added to the general funds to be used 
in connection with company’s 1949 construction program, 
Which will involve net expenditures presently estimated 
at $61.958,000. 
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Consolidated Caribou Silver Mines, Inc. 
March 30 filed 376,250 shares (no par) common stock. 
Price—$2.50 per share. An additional 50,000 shares will 
be sold to the underwriter at $1 per share for invest- 
ment. Underwriter—William L. Burton & Co., New 
York. Proceeds-—-To develop mining properties. Offer- 
ing expected early in June. 


Consolidated Gas Electric Light & Power Co. 
of Baltimore 

Mey 18 filed 238,000 shares of common stock (no par). 
Offering—To be offered for subscription by stockholders 
of record June 2 in a 1-for-6 ratio. Underwriters—The 
First Boston Corp.: Alex. Brown & Sons: John C. Legyz 
& Co. Price—Exnpected about $60 a share. Proceeds— 
To finance company’s construction program. 
® Fenimore Mines Ltd., Toronto, Canada 
May 24 filed 2,000,000 shares ($1 par) 
Underwriter—Tellier & Co., New York 
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capital stock. 
Price, 25 cents 


so 


per share (U. S. 
ore deposits. 

® Fiorida Power & Light Co. 

May 20 filed $10,000,000 first mortgage bonds. due Juns 
1, 1979. Underwriters—-Names to be determined throug! 
competitive bidding. Probable bidders: Harriman Riple: 
& Co.: Halsey, Stuart & Co. Inc.; White, Weld & Co. 
Glore, Forgan & Co.; Lehman Bros.: The First Boston 
Corp.; Carl M. Loeb; Rhoades & Co. and Bear, Stearns & 
Co. (jointyl); Drexel & Co. and Central Republic Co 
(jointly). Proceeds—To pay off $3,200,000 of short-term 
borrowings trom Central Hanover Bank & Trust Co. and 
for construction and other corporate purposes. 

Forbes & Wallace, Inc., Springfield, Mass. 
May 11 (letter of notification) 1,600 shares of class B 
common (no par) stock. Price $16 per share. Underwrit- 
ers—Titft Brothers and F.S. Moseiey & Co. Proceeds to 
selling stockholder. 

Gauley Mountain Coal Co., New York 
Jan, 19, filed 10,666 shares of capital stock, of which 
1,381 shares will be sold in behalf of the company and 
9,285 shares will be sold by Norgreen Associates Inc. and 
others. Underwriting — None, Proceeds — Company will] 
use its proceeds for additional working capital. 
® Goode Luck Glove Co., Carbondale, Ill. 

May 17 (letter of notification) 2,904 shares of 5‘ 

lative preferred (par $100), of which 504 shares will 
be sold for benetit of C. T. Houghton. Price, 
underwriter. To increase working capital. 

@ Gracie-Glencoe Mines, Inc. 

May 19 (letter of notification) 65,000 shares of capita! 
stock. Price, $1 per share. No underwriter. To carry 
on mining operations and to purchase mines and mining 
clainis. QOltice, care of Schroth & Salerno, 465 Calitorniz 
St., San Francisco 4, Calif. 

Harwil!, Inc., St. Charles, Mich. 

Mav 9 (letter of notification) 3,000 shares of comn 
(par $1 Price, par. Underwriter—Charles E. Bailey 
Co., Detroit. . 


funds). Proceeds—To explore for iro 


cumu- 
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Heidelberg Sports Enterprises, 
Pittsburgh, Pa. 


Inc., 


< (par 
$100). Price—$100 per share. Underwriter—None. Pro- 
ceeds—-$600,000 to be used for spectator grandstand and 
balance for related purposes. 
® Heraid Harbor Beach, inc. 
May 16 (letter of notification) 675 shares of capital 
(par $100). Price—Par. No underwriter. To pur- 
chase equipment, erect bathhouses and other improve- 
ments aid for additions and repairs to the present fa- 
cilities. Office. Crownsville Post Office, Herald Harbor 
Anne Arundel Co., Md. 

Hotelevision, Inc., L. I. City, N. Y¥. (6 2) 

May 17 (letter of notificaticn) 300,000 shares of class A 
stock (par 25¢c). Underwriter—Cantor, Fitzgerald & Co., 
New York. Price—$1 per share. Working capital, et 


Horwood Lake Gold Mines Corp. 

Dec. 27 (letter of notification) 100,000 shares of capital 
stock. Price—S$1l per share. Underwriter—Charles W. 
Warshoff & Co., Newark, N. J. For development of 
mining properties. 

idaho-Montana Pulp & Paper Co., Polson, Mont, 
Nov. 23 (by amendment) 180,000 shares ($10 par) com- 
mon stock to be offered at $10 per share and 20,020 
shares to be issued in exchange for $170,200 first mort- 
gage bonds. Underwriter—Tom G. Taylor & Co., Mis- 
soula, Mont. Proceeds—To erect and operate a bleached 
sulphate pulp mill with a 200-ton per day capacity. 

international Harvester Co., Chicago, Iii. 
April 29 filed 1.200.000 shares (no par) common. Offer- 
ing—To eligible employees of company and certain em- 
ployees of subsidiaries under its Employees’ Common 
Stock Subscrintion Plan of 1949. Underwriter None. 
Proceeds—For general corporate purposes. 
© Kaman Aircraft Corp., Windsor, Locks, Conn. 
Mev 24 filed 170,455 shares of class A non-voting com- 
mon stock (10c per share non-cumulative dividend) and 
11.362 shares of class B voting common stock. 
$5.50 per share. Underwriter—None. Purpose 
quire machinery, too!s ~-nd equiprnent: to buy lend and 
buildings: to produce 30 helicopters and accessories: 1 
complete engineering changes; to setup sales and serv- 
ice depertments; and to train service personnel. 

Kansas Gas & Electric Co. 
Mav 16 filed 550,000 shares of common stock (no par) of 
which American Power & Light Co. (parent) will sel 


————e 


stock 


Price 


To ac- 





BROKERS 
DEALERS — 
UNDERWRITERS 





S 


tH ew 
——- 


3 


ob bt 
i. ae oe 


hat & mt 66 Fe 








4 


COMMERCIAL 





& FINANCIAL CHRONICL 


Tr 





2305) 45 








NEW ISSUE CALENDAR 


June 1, 1949 
Allied Western Oii Corp. 
Arkansas-Missouri Fower Co. 
Chicago & Eastern Lllinois RR. 
Northern Pacific Ry. 


Commen 

Notes 

Equip. Trust Ctfs. 
Equip. Trust Ctfs. 


Public Service Co. cf Okla. Preferred 
Southern Indiana Gas & Electric Co. 

ll am. (EDT) Bonds 
Staten Island Eciscn Corp., noon (EDT Bonds 
June 2, 1949 
Hotelevision Inc. Class A Stock 

Seaboard Air Line RR. 


Noon (EDT) 
South Cérolina 
Sperry Corn. 


Equip. Trust Clfs. 
Gas Co. Common 
Indentures 


Electric & 


June 6, 1949 
Hvdraulic Co. 
Gas Electric Co 
June 7, 1949 
Caterpillar Tractor Co. 


Common 
Bonds 


Bridgeport 


Oklahoma ex 


Preferred 


Public Service Electric & Gas Co Bonds 
Virginia Electric & Power Co. Bonds 
June 8, 1949 
Re ng Co’, noon (EDT) Eguip. frust t's 


Southern Ry Equip. Trust Ctfs. 


June 9, 1949 


Chicaco Rock Island & Pacifie RR. 
Noon (EDT) Equip. Trust C’fs. 
Clinton Industries, ine Cupital Stock 
June 10, 1949 


ec 
Ss 


Belti Ohio RR Equip. Trust Ct 


june 13, 1949 

& Electric Co. 
June 14, 1949 

New York State Electric & Gas Ccip 

Pacific Western Oil Corp 

Scott Paper Co 


P 
nore & 


Gas 3anes & Pfa. 
Preferred 
Debentures 
Preferred 
June 15, 1949 
Columbia Gas System Inc. 
Staten Island Edison Corp., noon (DT) 
July 7, 1949 


Atlantic Coast Line RR. 


Common 
Preferred 


Lyuip. Trust Ctfs. 











450.000 shares. Underwriter—Exemption from competi- 
tive bidding is sought in connection with this ofierimng 


If competitive bidding probable hidders include: Union 


Securities Corp.: Blyth & -Co., Ine. and the First Boston 
Corp., (jointly), Merrill Lynch, Pierce, Fenner & Beans 
and Kidder Peabody & Co. (jointls White, Weld & Co 


Proceeds 


Kansas Gas will use proceeds ot 100,005 
shares to pay for part of its construction progra and 
10 repay short-term bank loans from Guaranty Trust 
Co. of New York and eight Kansas banks. 


Keller Motors Corp., Huntsviile, Aia. 


May 10 filed 5,000,000 shares (3¢ par) common. Under- 
writer—Greenfield, Lax & Co., Inc., New York. Price 
$1 per share. Proceeds—For plant iacilities, equipment 
anc workii ipital te nanufacture a low-price 
medium-sized statio wegon. Expected latter part oi 
June. 

@® Krieger & Gillman, inc., Monterey, Calil. 

May 16 (letter of notification) 57,667 shares of stock, 
of which 45.000 shares are to be issued to Charities R 
Krieger and Harold K. Gillman in exchange for sets 
of partnership of Krieger and Gillman: 6,533 shares to 


certain persons in exchange for labilities of the corpora- 


tion; and 6,134 shares to be sold for $3 per share. No 
underwriter. To increase working capital Office, 1002 
Del Monte Ave., Monterey, Calif. 

Liberty Loan Corp., Chicago, Iil. . 
May 9 (letter of notification) 3,600 shares ($10 par) 
75% cumulative convertible preferred. Price. $15 per 
share. Underwriter—Sills, Fairman and Harris, Inc., 
Chicago. Working capital. 

Lorain (Ohio) Telephone Co. 


April 11 (letter of notification) 7,500 shares (no 
common. Price—$20 each. No underwriter. To 
furse treasury for outlays for property additions. 


Maumee Oil Corp., Toledo, Ohio 
May 12 filed 8,000 shares (no par) common. of which 
oniy about 2,614 shares will be offered publicly at $100 
per share. No underwriter. For general working 
ital 
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New York State Electric & Gas Corp. (6 14) 
May 16 filed 40,000 shares ($100 par) cumulative pre- 


ferred stock Underwriter Names tc be determined 
through competitive bidding. Probable bidders: W. C. 
Langley & Co.; Lehman Brothers and Glore, Forgan 


& Co. (jointly); Harriman Ripley & Co. Proceeds—To 
be applied to the discharge of presently outstanding $4.,- 
000,000 of short-term notes and for new construction. 
Expected June 14. 


New York State Electric & Gas Corp. 

May 9 filed 73.333 shares ($25 par) common. Offering— 
Otfered for subscription by stockholders of record May 
24 on a 1-for-12 basis at $44.50 per share. Rights expire 
June 9. Underwriters—The First Boston Corp.: Lenman 
Brothers: Wertheim & Co. and Merrill Lynch. Pierce. 
Fenner & Beane. Proceeds—To discharge $3.000,000 of 
presently outstanding $4,000,000 of short-term notes anc 
ior new construction. 


@® Nichoison Creek Mining Corp., 
May 17 (letter of not 
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Oklahoma Gas & Electric Co. (6 6) 
May 5d filed $10,000,000 first mortgage bonds, due June 1 
1979. Underwriters—Names to be determined through 


competitive bidding. Probable bidders: Merrill Lynch, 
Pierce, Fenner & Beane and White, Weld & Co. (jointly): 
The First Boston Corp.: Halsey, Stuart & Co. Inc.; Har- 
riman Ripley & Co. and Union Securities Corp. (jointly); 


Lehman Brothers and Blvth & Co., Inc. Proceeds—For 
construction and payment of $3,560,000 of short-term 


1. rye (Cc 
bank loans. 


Expected June 6. 

@ Pacific Western Oil Corp. (6 14) 

Mey 20 tiled $15,009,000 15-year debeniures, due June 1. 
1964. Underwriter—Eastman, Dillon & Co. Proceeds 
To repay a $10,500,000 note held by Guaranty Trust Ceo. 


of New York, to repay Guaranty Trust Co. balance due 
on certain advances made under a credit agreement to 
acquire from Labouchere & Co. shares of Tide Wate 
Associated Oil Co. conimen stock and for cevelonment 
purposes. 

Pay Rock Oil, Inc., Tulsa, Okla. 
Mav 3 (letter of notification) 900.006 shares of common 


stock. Price, 30 
Rovalties, Inc. 
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Security 
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penses. 


@ Pennsyivania & Southern Gas Co., Westfield, 
N. J. 


Mi 18 (letter of notification) 250 shares 6!2% cuinvia- 
tive preferred stock, series B (par $190 Pric par. 
Underwriter—Bioren & Co., Philadelphia. Capitai im- 
provement: etc. 


Power Petroleum Litd., Toronto Canada 
April 25 filed 1,150,000 shares ($1 par) common of which 
1.000.000 on behalf of company ard 150.600 by New York 
Co., Ltd. Price—50 cents per share. Underwriters— 
To be named by amendment. Proceeds—For adminis- 
tration expenses and drilling. 


Public Service Co. of New Hampshire 
May 9 filed 104,804 shares of common stock (par $10). 
Offering—To be offered to stockholders on a one-for- 
eight basis. New England Public Service Co. 
(parent), holder of 58.88% of the outstanding common 
stock of Public Service will surrender for cancellation 
the warrants evidencing its preemptive right to sub- 
scribe for the additional common steck to which it is en- 
titled and will not subscribe to any of the new common 
stock. Common stockholders will be entitled to purchase 
shares in excess of their ratable allotment: and holders 
of the company’s preferred stock will be offered a 
similar opportunity to subcribe to the new. unsuabscribed 
shares. Proceeds—For construction and repayment of 
short-term bank borrowings. Underwriters—Names by 


competitive bidding Probable bidders: Kidder. Peabody 
& Co.; Blyth & Co., Inc.; Harriman Ripley & Co 

Public Service Cu. of New Hampshire 
May 18 filed $4.000,000 first mortgage bonds, series E 
jue 1979. Underwriters Names to be determined 
through competitive bidding. Provable bidders: Haisey, 
Stuart & Co. Ine. (bonds only): The First Boston Corp 
al Cotiin & Burr Ine. (jointly): Kidder, Peabody & 
Ce Blxsth & Co. (joint: Smith, Barney & Co. and 
Harriman Ripley & C (jointl: Proceeds—For con- 

uction, including repayment of short-term borrowings 
1Or Sucii purposes . 

Pubtic Service Co. of Oklahoma (G/1)} 

May §& tiled 50,000 snares of ($100 par) cumulative nre- 
ferred stock. Underwriters—Names to be determined 
through competitive bidding. Probable bidders include: 


Glore, Forgan & Co. and Smith, Barney 

Harriman Ripley & Co. and Central 
jointly). Proceeds—To pay the cost of 
iol betterments. Expected June 1. 


Public Service Electric & Gas Co. (67) 


& Co. (jointly); 
Republic Co. 
property adcdi- 


t iS and 


May 6 filed $75,000.000 first and refunding mortgage 
bonds, due June 1, 1979. Underwriters—Names to pe 
determined by competitive bidding. Probable bidders: 
Morgan Stanley & Co.; Halsey Stuart & Co. Inc.: The 


First Boston Corp.: Kuhn. Loeb & Co. and Lehman 
Brothers (jointly). Proceeds—To reimburse, in part, the 
-ompany for past construction expenditures; and to pay 
at maturity $98.475.300 of Hudson Countv Gas Co. first 
nortgage 5% gold bonds, due Nov. 1949. Bids ex- 
pected to be cpened June 7. 


®@ Fuebic Kennel Association, Pueblo, Colo. 

May 16 (letter of notification) 100,000 shares of class A 
common anc 80,000 shares of class B common. Price— 
$1 per share. No underwriter. To purchase land. con- 
struct grandstand and dog racing track and for operating 
expenses, Office. Union Depot. Pueblo. Coio. 


@ Realty Co., Denver, Colo. 

May 17 (ietter of notificaiton) 1,000 snares ($1 par) cap- 
ital stock. Price. $27 per share. No underwriter. For 
working capital. Office: 624 Denham Building, Denver 
2. Colo. 

@ Rickel (H. W.) & Co., Betroit. Mich. 

May 18 (letter of notification) $300,000 of 51+% con- 
vertible debentures, @ue June 1, 1961. Underwriter 
Wm. C. Ronev & Co. Proceeds—For general corporat 
purposes. . 
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va Hill from & Grass Works, Hudson Fails, 
N. Y. 


\I 8 (letter of 1Oti1) 1iot 50,C00 shares Class A 
, Ipat ey preterrers SLOCK noncenvertible (par $4) 
Price—S) pe. hare. Underwriter—Olfice of John L 
Nolan, Inc., Glen Falls, N. Y Working capital, eic. 

® Scott Paper Co., Chester, Pa. (6 14) 

May 25 filed 45,000 cumulative preferred shares (no 
par) Underwriters—Drexel & Co.; Smith, Barney & 
Co. and Merrill Lynch, Pierce, Fenner & Beane. Offer- 
ing price and dividend rate by amendment. Proceeds- 

To pay off outstanding bank loans and to augment com- 


pany’s funds which are to be applied in part to general 


corporate purposes and in part to company’s current 
program ot improvements and additions to plant and 
equipment. 

® Soundscriber Corp., New Haven, Conn. 

May 19 (letter of notification) 69.000 shares (no par) 
common Price, $5 per share. No underwriter. Fox 
working capital and for new equipment and tools. Of- 
fice, 146 Munson St., New Haven 4, Conn 


South Carolina Electric & Gas Co. (6 2) 
\pril 11 filed 308.000 shares common stock (par $4.50) 


Otfering—Offered for subscription by stockholders ot 
record May 18 on a 1-{for-4 basis at $7.62!2 per share. 
Rights expire June 1. Underwriter—Kicder, Peabody 
& Co., New York. Preceeds—-To finance construction 
pives« 


Southern Indiana Gas & Efectric Co. (6/1) 

April 29 fited $3.c00.000 first mortgage bonds, due June 
1. 1979. Underwriters—Names to be determined through 
npetitive bidding. Probable bidders: Halsey, Stuart 
& Co. Ine.; The First Boston Corp.; White, Weld & Co 
and Shielas & Co. (jointly): Kidder, Peabody & Co.; 
Union Securities Corp.; Harriman Ripley & Co.; Carl M 
Loeb, Rhoades & Co. Proceeds—To finance a continua- 
tion of the company’s construction program, Bids—Bids 
for purenase of bonds will be received at the office of 
Commonwealth & Southern Corp, (New York), 20 Pine 


CC 


Street, New York 5. N. Y., before 11 a.m. (EDT) on 
June ] 

Southern Natural Gas Co., Birmingham, Ala. 
May 13 filed 141,853 shares ($7.5C par) common stock. 
Offering—To be offered to stockholders on a 1-for-10 
basis. Underwriter—-None. Proceeds—fFor construction 
and tor additional common stock investment in South- 


ern’s subsidiary, Alayama Gas Corn. 
Southern Union Gas Co., Dallas Texas 

May 9 tiled $3,679,464 of sinking fund debentures, due 
July 1, 1964, and 306,622 shares ($1 par) preference stock 
under a proposal to merge with Texas Public Service 
Co. Stockholders of the latter company will receive 
$12 of debentures and one share of preference for each 
share of Texas Public Service common. Of the prefer- 
ence being registered 18,378 shares will be used by 
Southern Union to pay tor expenses of merger. Under- 
writer—E. H. Rollins & Sons, Inc. 


@ Southwestern Gas & Ejectric Co. (6 13) 

Mav 20 filed $4,580,000 first mortgage bonds, series C, 
jue June 1, 1979, and 25,000 shares ($100 par) cumula- 
tive preferred stock. Underwriters—Names to be de- 
tex mined threugh competitive bidding. Probable bidders 
include: Blvth & Co., Inc., St 


and Stone & Webster Securi- 


ties Corp. (jointly): Lehman Brothers; Halsey, Stuart & 
Co. Ine. (bonds): White. Weld & Co.: Harriman Ripley 
& Co.: The First Bosten Corp.; Glore, Forgan & Co. and 
W. C. Langley & Co. (jointly); Merrill Lynch, Pierce, 
Fenner & Beane. Proceeds—For construction and to 
prepav $2 miilion of bank notes. Expected June 13. 


@ Spalding Realty Corp., Montezuma, Ga. 


May 19 (letter of notification) 6,500 shares ($10 par) 4% 
preterred stock and 10.000 shares of common _ stock 
(par $1) Price, par for each class. No underwrite 


To buy land and erect manufacturing plant. 


Sperry Corp... New York (6 2) 


Mey 13 filed $2).000,000 sinking fund debentures, due 
June 1, 1269. Underwriter—Lehman Brothers, Merrill 


Lynch, Pierce, Fenner & Beane and Hornblower & 
Weeks. Proceeds—To discharge bank loans and for 


working capital. 


Staten Island (N. Y.) Edison Corp. (6/1-15) 
Mav 9 filed $2,750,000 of first mortgage bonds, due May 
1, 1979, and 40.000 shares ($100 par) cumulative pre- 
ferred stock. Underwriters—Names to be determined 
through competitive bidding. Probable pidders on bonds: 
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Har- 
riman Ripley & Co.; Kidder, Peabody & Co.; Otis & Ca. 
On Preferred: W. C. Langley & Co.; Kidder, Peabody & 
Co.: Stone & Webster Securities Corp. and White, Weld 
& Co. (jointly); Lehman Brothers; The First Boston 
Corp. Proceeds — To pay off $1,500,000 of short-term 
notes and for construction. Bids—Bids for the purchase 
of the bonds will be received up to noon (EDT) June 1 
and for the purchase of the stock up to noon (EDT) June 
15 at Room 2601, 61 Broadway, New York. 


Suburban Gas Service, Inc., Ontario, Calif. 
March 31 (letter of notification) 4,000 shares ($25 par) 
series B preferred and 20,000 shares ($1 par) common— 
issuable upon conversion of preferred. Price—Preferred 
$25 per share. Underwriters—Wagenseller & Durst, Inc.; 
and Lester & Co. To buy Antelope Liquid Gas Co. 
@ Sun Oi! Co., Philadelphia 
Mav 18 filed 11,000 memberships in the 1949 stock pur-~ 
chase vlan for the employees of the company and its 
subsidiaries: and 105,000 shares (no par) common which 





nay be purchased by the trustees during the period 
uly 1. 1949. to June 30, 1950. Underwriter—None. Con- 
ibu ons De Se by the trustees to purchase Sun 
( ’ ot ore than the arket price 
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(Continued frorn page 45) 
@ Tennessee Gas Transmission Co. 
May 24 filed $5,000,000 first moctgage pipciine bonds, 
due 1969. Underwriters— Names tc be determined 
through competitive bidcing Probable bidders: White, 
Weld & Co. and Stone & Webster Securities Corp. 
(jointly); Halsey. Stuart & Co Inc. Proceeds—To be 
used from time to time, alerg with other cash resources, 
for expansion of con:pany’s natural gas pipel.ne system. 


@ Transitcast Inc., Allentown, Pa. 

May 19 (lette: o/ notification) 1,060 shares 5% cumula- 
tive preferred stock (par $50) and 5,00@ common shares 
(no par). To be offered in units of one preferred and 
five common shares at $55 per unit. Underwriter—C. V. 
Converse & Co., Allentown, Pa. Working capital, etc. 


@ Utilities Equipment Co., Inc., Philadelphia 
May 20 (ietter of notification) $30,000 6% secured bonds. 
Price, par. Underwriter—Bioren & Co., Phiiadelphia. 
Prepayment ol advances made for purchase oct equip- 
ment. 

Virginia Electric & Power Co. (6/7) 
May 4 filed $20,000.000 tirst & refunding mortgage bonds, 
due June 1, 1979. Underwriters—Names to be deter- 
mined through competitive bidding. Probable bidders: 
White, Weld & Co.; Union Securities Corp.; Stone & 
Webster Securities Corp.; Halsey, Stuart & Co. Inc.; 
Glore, Forgan & Co. and W. C. Langley & Co. (jointly). 
Proceeds—For construction. Bids expected to be opened 
June 7. 


@ Wade Fund, Inc., Memphis, Tenn. 
May 18 filed 20,000 shares of capital stock. Underwriter 
—None. Proceeds—For investment. Price at market. 


@® Walter Ranch, Inc., Garrison, N. Y. 

Mav 20 (letter of notification) 20,000 shares common 
stock (par $10) and 500 shares preferred stcck (vai $10). 
Price, par. Underwriting—None. Working capital, ete. 


Western American Life Insurance Co., Reno 
March 30 filed 12,500 shares ($10 par) common stock. 
Price—$40 each. Underwriter—To be named by amend- 
ment. Proceeds—To qualify the company to sell life in- 
surance in any state. 


@® Western Oil Fields, Inc., Denver, Colo. 

May 19 (letter of notification) 800,000 shares of common 
capital. Price. 25¢ per share. Underwriter—Jolhn G. 
Perry & Co., Denver, 
drilling of wells. 


Colo. For working capital and 


Wichman Philippine Mindanao Development 
Co., Cebu City, Philippine Islands 
Jan. 5 filed 2,000,000 shares of voting capital stock, one 
centavo par value. Priee—25 cents per share (U. S. cur- 
rency). Underwriter—F. T. Andrews & Co. Proceeds— 
To provide funds for plant construction, diamond drill- 
ing, exploration and repayment of loans. 


Wiegand (Edwin L.) Co., Pittsburgh 
Sept. 28 filed 200,000 shares (no par) common stock 
Underwriter—Hemphill, Noyes & Co., New York. Price, 
by amendment. Proceeds—Will go to selling stockhold- 
ers. Offering postponed. 


@ Wyant & Sons Paper Co., Atianta, Ga. 

May 18 (letter of notification) $50,000 6% accumulative 
convertible debenture bends. No underwriter. To ac- 
quire additional lines of paper, to widen certain physi- 
cal facilities and to retire current outstanding financial 
obligations. Office: 121 Cortland Street, S. E., Atlanta, 
Georgia. 


Young (Thomas) 
New Jersey 
April 20 (letter of notification) 2,000 shares of common 
stock (par $1). Price—$30 per share. Underwriter-— 
Smith, Barney & Co. will act as agents. Proceeds to 
selling stockholder. 


Prospective Offerings 


@ American Gas & Electric Co. 

May 18 Philip Sporn, President, stated that company 
probably will come to the new money market for equity 
capital this year. The System expects to require be- 
tween $80,000,000 and $90,000,000 from new bond finane- 
ing in the next three yeers in connection with its expan- 
sion program, scheduled to cost $251,000,000 over the 
1949-1951 pericd. 


@ Appalachian Electric Power Co. 
May 18 reported company expected to do some bond 
financing later this year, kut amount not yet determined. 


Atlantic Coast Line RR. (7 7) 
May 24 reported company plans the sale July 7 
of $8,685,000 equipment trust certificates. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutz- 
ler; The First Boston Corp.; Harriman Ripley & Co. and 
Lehman Brothers (jointly); Harris, Hall & Co. (Inc.). 


Baltimore & Ohio RR. (6/10) 

May 18 reported company is expected to be in the mar- 
ket about June 10 for the sale of about $4,500,000 equip- 
ment trust certificates. Probable bidders: Halsey, Stuart 
& Co. Inc.; Salomon Bros. & Hutzler: The First Boston 
Corp.; Harriman Ripley & Co. and Lehman Brothers 
(jointly). 

@ Bank of the Manhattan Co. 

June 1 stockholders will vote on increasing capital stock 
to $25,006,000 s:0m $20,000,000 by sele of 500.000 shares 


Orchids, Inc., Bound Brook, 


$10). Stoeek will be 
on or about June 7 on 1 
First Boston Corp. 


offered initially to steckholders 
1-to-4 basis. Underwriter—tThe 


(pal 


® Carolina Power & Light Co. 

May 20 company expects to need $27,000,000 -in new 
money over the next three years to finance its expansion 
and construction program through 1952. Presently it has 
no delinite plans as to how aad when this capital will 
be raiseu. Ccmpany expects to spend $53,500,000 on its 
construction program in the period 1949-1952, including 
$5.500.000 which has been spent in the first four months 
of 1949. Currently it has approximately $8,000.000 of 
cash available tor its construction needs. Another $13,- 
000.060 is scheduled to be raised from its depreciation 
accruals, current earnings and Sther internal sources. In 
order ta maintain an unofficial ratio of 20% common 
stock and surplus to total capitalization, only a small 
amount of new conmimon stock would have to be sold 
as part of the $27,000,096 program of new financing. 


® Chicago Burlington & Quincy RR. 

May 24 company asked ICC for authority to issue 
$2,066,000 eauipment trust certificates. Probable bid- 
ders: Hatsey, Stuart & Co. Inc.; Salomon Bros. & Hutz- 
ler; The First Boston Corp.; Harriman Ripley & Co. 
and Lehimen Brothers. 


(6 1) 


bids to be re- 


@® Chicago & Eastern Illinois RR. 
The company has issued invitations for 
ceived June 1 for $1,800,000 equipment trust certifi- 
cates, to be dated July 1, 1949, and to mature semi- 
annually tvom Jan. 1, 1950 to July 1, 1964. Prebable 
bidders: Halsey, Stuart & Co. Ine.; Salomon Bros. & 
Hutzler: Harris, Hall & Co. (Ine.); The First Boston 
Corp.: Harriman Ripley & Co. and Lehman Brothers. 


Chicago Rock Island & Pacific RR. (6 9) 
Company will receive bids at its office, Room 1136, La 
Salle Street Station, Cnicago, uo to noon (CDT) June 9 
for the purchase of $3.120,000 equipment trust certifi- 
cates, series E, dated July 1, 1949, due in 24 equal semi- 
annual instalments from Jan. 1, 1950-July 1, 1961. Prob- 
able biddei:s: Halsey, Stuart & Co. Inc.; Salomon Bros. 
& Hutzler; Harris, Hall &: Co. (Ine.); Harriman Riples 
& Ca. and Lehman Brothers (jointly). 


@® Columbia Gas System, Inc. 

Mav 23 company announced that it plans to sell $11,500,- 
000 depventures later this vear to complete the financing 
required for this year’s construction. Probable bidders: 
Morgan Stanley & Co.: Hulsey, Stuart & Co, Inc.; Merrill 
Lynch, Pierce, Fenner & Beane: Salomon Bros. & Hutz- 
ler: Lehman Brothers. 


® Commonwealth Edison Co. 

Mav 24 Charles Y. Freeman, Chairman, stated that to 
complete company’s construction program an estimated 
additional $100,000,000 must be raised before the end 
of 1952. No decision has been made as to the desir- 
ability of issuing mortgage bonds, debentures or common 
stock as it is now too early to decice. 


© Delaware Power & Light Co. 

May 25 compeny plans to sell $19,060,000 of bonds and 
$50.000 shares of additiona! preferred stock, beth at com- 
petitive bidding. Proceeds wili be used to finance part 
of the $17.000,000 construction program scheduled for 
this vear. Additional jinuncing may be necessary later 
his vear to complete the program, it is understood. 
Probable bidders: Halsey, Stuart & Co. Inc. (bonds); 
The First Boston Corp. and Blyth & Co., Ins. (jointly): 
Shields & Co. and White, Weld & Co. (jointly): Lazard 
Freres & Co. (stock): Mergan Stanlev & Co.; Otis & Co. 
(stock); W. C. Langley & Co. (stock). 


@ Illinois Power Co. 

May 20 an application was filed with the SEC by the 
North American Light & Power Co. and North American 
Co. requesting permission to sell competitively 242,785 
shares (12.67%) of the outstanding common stock (no 
par) of Illinois Power Co. Of the siock to be sold, 
72.785 ‘share are held by Nortn American and 170,000 
shares by Light & Power. The sale will complete divest- 
ment py North Americar and Light & Power of their 
interests in Illinois. Prebable bidders: White, Weid & 
Co.: Kidde:, Peabody & Co. and Lee Higginson Corp. 
(jointly); Goldman, Sachs & Co.; Hornblower & Weeks 
and Paine Webber, Jackson & Curtis (jointly): Tae First 
Boston Corp. and Merrill Lynch, Pierce, Fenner & Beane 
(jointly): Blyth & Co. Inc.; Smith, Barney & Co.: Leh- 
man Brothers and Harriman Rivley & Co. (jointly). 


towa Power & Light Co. 

May 12 reported company may be in the market this 
vear with $7,590,006 first mortgage bonds and $3,000,000 
common stock, the latter to be sold to United Light & 
Rvs. Co. (parent). Bidders for bonds may include 
Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler; 
Kidder, Peabody & Co.; Leliiman Brothers: Blyth & Co., 
Inc.: W. C. Langiey & Co., and Union Securities Corp. 
(jointly): The First Boston Corp.; Glore, Forgan & Co., 
and A. G. Becker & Co. (jeintly); Harriman Ripley & 
C30. 


@€ Michigan Consolidated Gas Co.. Detroit 

May 24 ccmpany asked SEC authority to sell $25,069,000 
sinking iund debentures, que July 1, 1967, at competitive 
bidding. Proceeds will be used for the pavment of 
$3,500,000 of promissory notes, to pay redemption price 
of 40,000 shares of outstanding 424% preferred stock 
for peyment cn some 37,006,009 of promissory noies of 
a subsidiary, Austin Field Pipe Line Co. and for con- 
struction. Prebable bidders: White, Weld & Co. and 
Salomon Bros. & Hutzler (ioinily): Glore, Forgan & Co. 
and W. C. Langlev & Co. (jointly): Lehman Bros.: Har- 
ris, Hall & Coc. (Inc.): Halsey, Stuart & Co. Jnc.; Harri- 
men Ripley & Co., Inc.: Dillon Read & Co.; The First 


Beeston Corp. 


® Montana-Wyoming Gas Pipe Line Co. 
May 23 this company is veéing organized and will be 
publicly financed, to build a pive line costing $38.090.000. 
io bring gas from the Worland (Wyo.) Unit Area 
deveioped by Pine Oil Co., into markets now 
servea by Montana-Dakota Utilities Co. in e2gste:in Mon- 
tana, western North Dakota and tne Black Hhialis region 
of western South Dakota. Moniana-Dakota Utilities Co. 
will lease and operate the facilities Probable under- 
writers: Blyth & Co., Inc.; Merrill Lynch, Pierce, Fen- 
ner & Beane. 

New England Electric System 
May 17 stockholders voted to increase common 
from 7,500,000 to 8,500,000 shares and to 
from $20 to $1. Expected sufficient stock, to 
$6,000,000, will first be offered stockholders. Probable 
bidders include Merrill Lynch, Pierce, Fenner & Beane, 
Kidder, Peabody & Co. and White, Weld & Co. (jointly): 
Harriman Ripley & Co. and Goldman, Sachs & Co. 
(jointly). 
@® New Jersey Power & Lignt Co. 
Mav 19 company asked SEC autnority to sell competi- 
tively $3,500.000 first mortgage bonds and 20,000 shares 
of preferred stock (par $100). Probable bidders tor bonds: 
Halsev, Stuart & Co. Inc.; Equitable Securities Corp.; 
Union Securities Corp.: Carl M. Loeb, Rhoades & Co. 
For preferred: Salomon Bros. & Hutzler: Kidder, Pea- 
body & Co.; Drexel & Co.; Smith, Barney & Co.; Glore, 
Forgan & Co. and W. C. Langley & Co, (jointly). 


Northern Pacific Ry. (6/1) 

The company has issued invitations for 
ceived by noon Juve ! for the purchase oi 
equipment trust certificates, to be dated June 15, 1949y, 
and to mature serially June 15, 1950-64. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Harriman Riplev & Co. 
and Lehman Brothers (jointly); The First Boston Corp.: 
Lee Higginson Corp.: Harris, HaJ! & Co. (Inc.): Salomon 
Bros. & Hutzler. 


Pennsylvania Electric Co. 
May 9 reported company is expected to be in the market 
for $5,000,000 of bonds and $5,000,000 of preferred stock, 
when its parent, Associated Electric Co., has retired all 
of its indebtedness. Probable bidders for preterred: 
Kuhn, Loeb & Co.: Kidder, Peabody & Co.: Smith, Bar- 
ney & Co.; White, Weld & Co.; W. C. Lanzley & Co 
For bonds: Halsey, Stuart & Co. Inc.: Harriman Riples 
& Co.; The First Boston Corp.; Equitable Securities Corp. 


D¢ ing 
being 


stock 
reduce par 


ralse 


bids to be re- 
$6.450.000 in 


@® Pennsylvania Power & Lignt Co. 

May 21 compeny announced that it plans to raise Gurin 
the summer between $6.006,000 ana $8.CO0.G00 tor Its 
consiructicgn program by an offering of common stock to 
stockholders. Traditionai underwriter: The First 
Corn. 

® Reading Co. (6 8) 

Bids for the purchase of $3,700,000 equipment trust cer- 
tificates, series Q, will be receivea at office of R. W. 
Brown, Presicent, Room 423, Reading Terminal, Phila- 
de!phia, up to noon (EDT) June 8. Certificates will be 
dated June 15, 1949, and will mature $185,000 semi- 
ennually Dec. 15, 1949-June 15, 1959. Probuabie bidders: 
Helsev, Stuart & Co. Inc.; Salomon 


30ston 


Bros. & Huitzler: 
Freeman & Coa.; The First Boston Corp.: Harriman Ripley 
& Co. and Lehman Brothers (jointly ) 


Seaboard Air Line RR. (6 2) 

Bids for the purchase of $3.435,000 eauipment trust cer- 
tificates series F, dated June 1, 1949, due in 15 equal 
annual instalments, will be received at office ot Willkie 
Owen Farr Gallagher & Walton, 15 Broad Street, New 
York, up to neon (EDT) June 2. Probanle bidders: Hal- 
sey, Stuart & Co. Inc.: Saiomon Bios. & Hutzler: Harri- 
man Ripley & Co. and Lehman Brothers (jointly); The 
First Boston Corp. 


Southern Railway (6 8) 

The compeny, has issued invitation fo: 
ceived June 8 for the purchase from it of $7,500,000 in 
equipment trust certificates, to mature in 30 equal semi- 
annual installments. Probable bidders: Halsey, Stuart 
& Co. Inc.; Salomon Bros. & Hutzler: The First Boston 
Corp.: Harriman Ripley & Co. and Lehman Brothers 
(jointly); Harris, Hall & Co. (!nc.). 


West Coast Transmission Co., Ltd. 

May 13 announcement was made ot the initiation of a 
project for the construction of a 1,400 mile 30-inch nat- 
ural gas pipe-line to run from northern part ot Prov- 
ince of Alberta, Canada, west and then south through 
passes in the Canadian Rockies to Vancouver, B. C. and 
thence south through Washington and Oregon ‘into 
Northern California. An act has been passed by the 
Senate and House of Commons of the Canadian Parlia- 
ment ana sanctioned by the Governor General creating 
the West Coast Transmission Co., Ltd... the Canadian 
company to construct and operate the Canadian part of 
the pipe line. It is expected an American corporation 
will be formed to construct and operate the American 
end of the line and that application will be made to the 
KPC in due course for a certificate of necessity. The 
completed line will, it is expected, cost about $175,000,- 
000. The financing of the projected line will be handled 
by Eastman, Dillon & Co. 


Worcester County Electric Co. 

The company has petitioned the Massachusetis Depart- 
ment of Public Utilities for authority to issue $5,500,000 
of first mortgage bonds, to mature in not exceeding 30 
vears, and bear interest not over 314%. Proceeds would 
be used to pay indebtedness to banks, incurred to tinance 
temporarily a portion of the company’s construction 
program. Frobable biddcrs: Halsey. Stuait & Co., Inc.; 
Merrill Lynch, Pierce, Fenner & Beane and Salomon 
Bros. & Hutzler (jointly): Kidder, Peabody & Co.: The 
First 30ston Corp.:: Otis & Co. 


bids to be: re- 
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ahead v 























and the one 
ry likely will go down as 
among the dullest fortnights of 
the in the field of corporate 
underwriting judging by the ver- 
itable dearth of new 
the period. 

In fact 
erating 
probably 
to wind up the 
whieh, over all. 
productive. 


yea) 


business in 


investment 
in the 
will not 


bankers op- 
corporate field 
be at all sorry 
current month 
has not been too 


However, at the rate which | 
new registrations are now going 
inte the Securities and Exchange | 
Commission, it appears that | 
June will be a busy month pro- 
vided, naturally, that nothing 
happens to disturb the plans of 
potential issuers. 





For a bricf time it looked very 
*~h as though underwriters 

d find themselves faced with 
her of those trying days on| 
7, With three medium to! 
prospective offerings and| 

val smaller ones up for bids} 
lat day. 
blic Service Electric & Gas| 


*s $75.000,000 of new mort- 
bonds heads the list for that 


and had been accompanied | 
20,000,000 of bonds for Vir- | 
Electric & Power; $10.000,- 


or Oklahoma Gas & Electric 
$4.500.000 for Southwestern 
& Electric, plus $2,500,000 of 
preterred stock for the latter. 
ut the threatened “jamming” 

averted when Oklahoma 
& Electric pushed the day 
epening of its bids ahead to | 
e 6, Monday, and Southwest- 
Gas & Electric reset its date | 
June 13, a week hence clear- | 
the field for the two larger 
rings. 


Pressure in Municipals | 


and large the underw riting | 
1uNnity is not too much con-| 


d with the momentary let-| 
1 in the corporate field, be-| 
of the sluggishness appar-| 


1 the movement of municipal 
S Just now, 

. | 
ankers and dealers in the 


or field have been lugging 
irly sizable inventory of un- | 
issues for quite a spell, and 
recent offering of a block of | 


ind $18,000,000 of such 
wouds, reportediy for a large 
estate, has not served to help h 
the situation any. ts 
The temper of this market is 


perhaps best indicated by the be- 


havior of the recently offered 
Triborough Bridge and Tunnel} 
Authority issue, brought out at 


pat and now quoted around 9734 
and the New York City Housing | 
loan which is quoted around 9414. 


Amer. Tel. & Tel. Debentures. 
Dealers are heartened by the! 
noticeable quickening of institu- 


~> 


ional interest in the new Ameri-| 
‘an Telephone & Telegraph Co.! 


~ 


SITUATION WANTED | 


convertible debenture 3%ss in the| cover an initial offering of 446.,- 


|| last few days. 


The issue has been moving 
moving around 106°, and is re- 
ported attracting growing atten- 
tion among those who would 
acquire it for its investment 
merit, rather than its stock sub- 
scription feature. 

At current levels the yield is 
around 2.36% and so buyers have 
appeared, probably intent on av- 
eraging their positions at a later 
date. Expectation is that should 
the issue get down around a 2.45% 
basis much of the current interest 
would reflect in buying orders. 


Moving Into Position 
Auguring 
the new 


for better times 


registrations, chiefly by utility 
corporations, 
Largest of the more recent 


prospects to go into the “incu- 
bation” period is Tennessee Gas 
Transmission Co.’s $50,000,000 of 
new first mortgage pipeline 
bonds with a 20-year maturity. 
This issue will be the first sold 
by the company in competitive 
bidding, in compliance with a 
recent crder of the Federal 
Power Commission. 

Michigan Consolidated Gas has 


filed for $25,000,000 of 18-year 
| sinking fund debentures to be 
sola in competitive bidding to 
provide funds for a variety of 


| purposes. 


Meantime Central Illinois Pub- 
lic Service Co. has registered to 


DIVIDEND NOTICES 


AMERICAN 





POWER & LIGHT COMPANY 
Two Rector Street, New York, N. Y. 
PREFERRED STOCK DIVIDENDS 
. 

Ad i 1 f $1.5 e1 hare ym the Pre 
erred k St and dividend of $1.25 pe 
ha ! PY rred Stoc': of American 
P¢ Ce were declared on 
Ma 49 Y it Ju 1949 t 
Stoc ) re ch of b 

JACI Ss t d T asurer 





Allegheny Ludlum Steel Corporation 


Pittsburgh, Penna. 


meetin ot th Board of Directors 
Allegheny Ludlum Steel Corporation 
1eld tcday, May 19, 1949, a 

dividend o1 fifty cents (50c) 

per lare was declared 

the Ccmme Steck of 

tio payable Ju 


on 
t} 
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in | 
issue market next month | 
is the sudden outpouring of new | 


000 shares of $10 par common to 
shareholders. Underwriters would 
participate here on a “standby” 
basis. 

An Added Starter 


Although falling into something 
of the specialty category, Bank of 
the Manhattan Co.’s offering 
900,000 shares of additional capi- 


tal stock to 
in the nature of an 
on June 7. 
Shareholders being ac- 
corded the “right” to subscribe 
for the additional stock the 
ratio of one share for each four 
held to provide the bank with 
more capital. 
Bankers also 
this 
stock 
at 
purchases. 


shareholders will be 


“added starter” 
are 


in 


will “standby” on 


to take 
left 


the period set 


One ready 
which 


end 


up any 


is unsubscribed 


the of for 


DIVIDEND NOTICES 


‘GEORGE A. FULLER COMPANY 


Tne Board of Director declared a quarteriy 
dividend cf fifteen cents per har 0} h 
Commen Stock, payable Jun 30) 949 to yck- 
holders of rec3rd at the clo cf busin Jun 
17, 1949 

H. S. LOCKWOOD, Secreta 
Ma 20, 1949 


KENNECOTT COPPER CORPORATION 





120 Broadway, New York 5, N. ¥ 
A cash distribution cf twenty-five cents (25c) 
a share and a special cash distribution cf fifty 
cent (50c) a shat have tcdi been declared 
by Kennecctt Copper Corporation, p on 
June 30, 1949 to stockholders of record at th 
close of busi June 1 1949 


INTERNATIONAL BUSINESS 


MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 137th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share 
payable June 10, 1949, to stockholders of record 
at the close of business on May 20, 1949. Trans 

| ter books will not be closed. Checks prepared on 
IBM Electric Punched (¢ d Accounting 
Machines will be mailed 


A. L. WILLIAMS, Treasurer 
April 26, 1949 
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of 


_N. R. Mamula, Jr. Opens 
EBENEZER, N. Y.—Nickolas R. 
Mamula, Jr., is engaging in a se- 


curities business from offices at! 
295 Main Street. 
- - EE 


Berkeley W. Jackson Opens 
HUNTINGTON, N. Y.—Berkeley 
W. Jackson is engaging in a se- 
curities business from offices on 
Huntington Bay Boulevard. 


DIVIDEND NOTICES 





INTERNATIONAL 
HARVESTER 
COMPANY 


rv 
The Directors of International Harvester 
Company have declared quarterly divi 
dend No. 135 of thirty-five cents (35c) per 
share on the common stock payable July 
15, 1949, to stockholders of record at the 
| of business on June 15, 1949. 


GERARD J. EGER, Secretary 
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INTERNATIONAL SALT 
| COMPANY 


DIVIDEND NO. 140 

| A dividend of SEVENTY-FIVE 
CENTS a share has been 
| clared on the capital stock of 
| this Company, payable July 1, 
1949, to stockholders of record 
at the close of business on June 
15, 1949. The stock 
| books of the Company will not 





de- 


transfer 


be closed. 
HERVEY J. OSBORN, Secretary 
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MERCK & CO., INC. 

A regular quarterly dividend of 87!2c a share 
n th $3.50 Cumulative Preferred Stock of 
this ccrporation, for the quarter ending June 
30. 1949. has been declared payable on July 1 
1949, to stockholders of record at the close of 

business June 13, 1949 
An initial dividend on the new $4.00 Cumu- 
Convertible Seccnd Preferred Stock of 


this corperation from the issue date, April 28 
3 1949 amounting to 70 





1949 to June 0, 

hare it th ‘egular quarterly rate of $1.0 

r shar has been declared pavable on July 
1. 1949, to stockholders of record at the close 
1 pousiness June 13, 1949 

A quarterly dividend of 37!2c a share on the 
Comi Stock of this corporation has been 
i d payable on July 1 1949, to stock- 
h ; of record at the close of business June 

149 
GEORGE W. MERCK, President 

May 24, 1949 





C Onporalion 
DIVIDEND No. 58 


A dividend of thirty-seven and one- 
half cents (37'%2¢) per share has to- 
day been declared on the outstanding 
of this Corporation, 
30, 1949, 
stockholders of record at the close of 
business on June 8, 1949. 


A. R. BERGEN, 
Secretary. 


May 25, 1949. & 


common _§ stock 


payable on June to 

















The Colorado Fuel & Iron 


e 
Corporation 
Dividend en Common Stock 
At a meeting of the Board ot Director 
of The Colorado Fuel & Iron Corporation 
held on May 23, 1949, the regular dividend 
n amount of 25c per share was de- 
clared on its cominon stock, payable June 
30, 1949, to stockholders of record at clos 


of busine on June 6, 1949 
D. C. McGREW, Secretary 








SALES M 
WHOLESALE RE 


Executive, investment 
houses, seeks connection. 


Have built 


25 years 
Experi« 
leads, 


veloping large 


with established firm. 
Capable of wholesaling Mutual 
Willing to travel. Have many 


income has been over 


Commercial & Financial Chronicle, 





OR 


-nce in retailing, wholesaling, de- 


from 15 to 30 salesmen. Quadrupled retail sales gross in one year 


deale: 
$20,000 for 


ANAGER 


PRESENTATIVE 


securities experience with good 


successful sales organizations of 


Fund Shares in any territory. 
Average annual 


Box P 519, 


contacts. 


past five years. 


25 Park Place, New York 8, N. Y. 











ak canal 


A dividend of twenty cents 


(20c) per share on the Com- 


mon Stock of this Corpora- 


tion was declared payable 


holders of record May 31, 
19149. Checks will be mailed. 


fbn A. Aya 


TREASURER 
Philadelphia, Pa. 
May 20, 1919 


PHILLIES 


Americas W291 cigar 


June 15, 1949, to stock- = 




















ROBERTSHAW - FULTON 
CONTROLS COMPANY 


(, ‘ Greensburg, Pa. 
il 

H gal 

\ \ gt 

WA om 


COMMON STOCK 
PREFERRED STOCK 
\ 


Regular quarterly div: 
dends of 20¢ per share on 
the Common Stock an 
29! ¢ per share on the 
43, © Cumulative Con 
\\ vertible Preferred Stock 
\\ have been declared, both 
payable July 1, 1949 t« 
stockholders of record at 
the close of business June 
10, 1949. 


te | 











With R. H. Johnson Co. 

BOSTON, MASS.—Joseph W. 
Boudreau is now with R. H. John- 
son & Co., 30 State Street. 


DIVIDEND NOTICES 


SOUTHERN PACIFIC COMPANY 
DIVIDEND NO. 126 


4 QUARTERLY DIVIDEND of One Dollar and 
C'wenty-ltiv Cents ($1.25) per share on the 
Commen Stock of this Company has been de- 
clared payable at the Treasurer's Office No 
i165 Broadway, New York 6 Y., on Monday 
June 2 1949, to Stockholders of record a 
thi c'clock P. M on Tuesday, May 31, 1949 
rh teck ransie book will 10t ~ be closed 
for the f ne of this dividend 

J. A. SIMPSON, Treasur 
Ne\ York, N. Y Ma 19, 1949 





TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 75 cents per share and an additional 
dividend of 50 cents per share on the Com- 
pany’s capital stock, payable June 15, 
1949, to stockholders of record at the ciose 
of business May 27, 1949. 


RICHARD T. FLEMING 








COMPANY 





No. 202 
A quarterly dividend of $1.50 per 
share on the Preferred Stock has | 


DIVIDEND 


Yo DD ) 
PREFERRED 


been declared payable June 20, | 
1949. to stockholders of record 
at the close of business on June | 
7, 1949. 
Checks will 
Bruce H 
New York, 


be mailed. 
WALLACE, Treasurer | 
May 18, 1949. 

















UNION CARBIDE 

AND CARBON 

CORPORATION 
ucC 


A cash dividend of Fifty cents (50¢) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable July 1, 1919 to 
stockholders of record at the close ol 
| business June 3, 1949. 

MORSE G. DIAL. 


Secretary and Treasurer 


i 














UNITED FRUIT COMPANY 


DIVIDEND NO. 200 
A dividend of fifty cents per 
share on the capital stock of 
this Company has been de- 
clared payable July 15, 1949 











The transfer books will to stockholders of record 
not be closed. 9 1949 
STEFFLER June 9, 2069. 
WALTER H. Secretary & Treasurer | EMERY N. LEONARD 
May 19, 1949 Treasurer 
\\ S 
| 
| 
DAW, aT hy rel qspfe py, REYNOLDS 
Rovan Typewriver | lyre 


— CGomeany, Ine. 


A dividend of 134°, amounting to 
$1.75 per share, on account of the 
current quarterly dividend period 
ending July 31, 1949, has been 
declared payable July 15, 1949 
on the outstanding preferred stock 
of the Company to holders of pre- 
ferred stock of record at he close 
of business on July 5, 1949. 

A dividend of 50¢ per share has 
been declared payable July 15, 
1949, on the outstanding common 
stock of the Company, of the par 
value of $1.00 per share, to holders 
of common stock of record at the 
close of business on July 5, 1949. 








May 25 Ras. Pee poate 
1949 _fe GYAL _ ey 
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METALS 
COMPANY 


Reynolds Metals Building 
Richmond 19, Virginia 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


The regular dividend of one dollar 
thirty-seven and one-half cents 
($1.375) a share on the outstanding 
514¢ cumulative convertible pre- 
ferred stock has been declared for 
the quarter ending June 30, 1949, 
payable July 1, 1949, to holders of 
record at the close of business June 
15, 1949, 

A dividend of twenty-five cents (25¢) 
a share on the outstanding common 
stock has been declared payable July 
1, 1949, to holders of record at the 
close of business June 15, 1949. 

The transfer books will not be closed 
Checks will be mailed by Bank of 
| the Manhattan Company. 

} ALLYN DILLARD, Secrer 


Dated, May 19, 1949 
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Washington... 


Behind-the-Scene Interpretations 
from the Nation’s Capital 
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WASHINGTON, D. C. 
political news 
Republican leadership to 
public housing bill. The 


vage a 


housing bill passed the Senate by°* 


overwhelming majority oi 
The House 


has reported 


the 
57-to-13. 
Committee 


government 


with 
by 


compared 
approved 


cent asked 
810,000 units 
Senate. 

Fair Dealers, noting the ac- 
tion of the House Committee in 
going more liberal with the 
people’s money than the Senate, 
have been placidly awaiting the 
day when the House would 
finally get around to passing 
the bill by at least a 3-to-1 ma- 
jority. They have even been 
snickering that maybe Rep. 
Jesse P. Wolcott, ranking Re- 
publican on the Banking Com- 
mittee, has “seen the light” be- 
cause he announced that he 
thought it was futile to try to 
trim down the bill by amend- 
ment in committee. 


There is a lot of history to pub- 
jic housing. Back in 1937 the first 
public housing program became 
jaw. The 1937 act contains many 
of the costly essentials of the 
present program. Then a year or 
so later, the late President Roose- 
velt tried to get the program ex- 
panded. 

The great point the hoose- 
veltians of the last decade made 
apout public housing was that it 
consisted of a lot of self-liquidat- 
ing loans. They pointed out that 
the Federal Government only 
icaned the money, and the city 
housing authorities would pay it 
back, although, to be sure, the 
Federal Government would pas 
annual rental subsidies to help 
maintain the “low rent character” 
of the projects. 

When the bill at 

faced a showdown 
Rules Committee, Rep. Wolcott, 
more than 10 years ago, went 
before that Committee, and with 
pen and paper demonstrated 
that the actual “rental sub- 
sidies” were equivalent to the 
debt service. In other words. 
since the Federal Government's 
apnual subsidies were equiva- 
lent to the debt service, the 
government in annual instal- 
ments over a period of years 
in fact gave the housing project 
free and clear to cities. 

Upen realizing the simple arith- 
metic behind the facade of local 
“housing authorities,” loans, and 
annual subsidies, the majority of 
the House was chagrined that they 
had not perceived this deal and 
enreged at the New Deal for put- 
ting this thing across. 

¢ P ; 


that time 
before the 


So public housing, except for 
war housing, has pretty much 
languished since, and did not get 
veal vitality until Repubiican “lib- 
erais’” got behind the proposition 
and enlisted the support of their 
party leader, Senator Robert A. 
Taft. The thing passed the Senate 
last vear, but due to the dogged 
cetermination of Rep. Wolcott, 
backed by House Republican lead- 
ers, killed during the 80th 
Cor gress. 

This defeat 
ers of all 
scriptions, including 
labor, and they out 
the Republicans wh 
cott’s leadership 
Committee, had 
expensive pet. 


was 
' Weaoipr 
the Fal 


Types, 


ired 
o¢ lea 
Pallns.,. 


set 


There 
yf a decade behind the tentative decision of the House 


darline 


Banking 

out a 
more expensive bill than even the 
Senate adopted, proposing that the 
build 1,050,000 hous- 
ing units—the amount the Presi- 
the 
the 


when 


‘publicly demand 


is the possibility of the biggest 
fight to the death on the pending 
the Fair Deelers, the public 
With everyone from organized 
labor to the social uplifters 
vetting behind the drive, they 
unseated four Republicans. In 
Wolcott's case, the CIO in the 
Detroit area, part of - which 
is in Wolcott’s district, suddenly 
veted in the GOP primary in an 
attempt to get rid of Woicott. 
While they failed in their ob- 
jective, they cut down his nor- 
mal majority. Subsequently the 
Democratic leadership “packed” 
the House Banking Committee 
at the beginning of the 8lst 
Cengress, to guarantee’ that 
Wolcott would not succeed in 
working out any combination so 
that public housing would be 
stymied in 1949, 


ot 


This brings the story to the 
present. There is a growing 
realization among conservatives in 
both the House and Senate that 
barring something of a _ political 
miracle, the Federal Government 
is now entering an era of deficit 
financing. the end of which can- 
not be foreseen. The era of det- 
icit finamcing muy alse open the 
way to more and more projects 
of the planners, if business gets 
worse. There beginning to 
a sneaking feeling that now is the 
tiine to fight the whole thing 
ight across, or give up. 
to House Republi- 
leadership was ap- 
Representative Wol- 
argument that now 

the time make ihe frontal 
attack upon the Fair Deal, and 
the public housing program is the 
best start upon. 

So at Wolcott’s instance there 
were two meetings of the GOP 
policy committee to discuss this 
question. Wolcoti announced 
that he would fight the public 
housing program on principle, 
whether there were i00,000 
units and $100 million involved. 
or one million housing units and 
£16 billion. He in effect said to 
his leader colleagues, “how 
about standing behind me?” 

This is the course 

which last week led to the an- 
ncouncement attributed to Minor- 
ity Leader Martin, that the House 
GOP leadership would fight the 
entire public housing program. 


be 


is 


Sirs 
According 
wis, their 

hed bys 
ith the 


rca 
ott 
to 


issue to 


of events 


This decision involves the hous- 
ing program itself. If the GOP 
leaders persuade enough of the 
rank and file of the party to 
stand with them, enough Demo- 
crats will join se that there will 
be a handsome minority against 
public housing. There even a 
dim possibility that the bill might 
ve beaten, although that not 
in sight vet. 


1s 


is 


aS 


involves much 
more than the housing bill, 
however. Among the always 
more conservative GOP leaders 
in the House, there is a growing 
conviction that the GOP has 
nothing to lose and everything 
to gain by saying that May, 
1649, represents the high water 
mark of the Fair Deal, and that 
from now on it shall stop. What 
is more to the point, they pro- 
pese to challenge the Senate's 
“liberal” leadership, which says 
that the party must offer a less 
expensive “me too” alternative 
to the Fair Deal. 

It is a long way 
the House Republicans 


that tk 


This decision 


to the Clini 
rill} 


lcs 181 es tht 
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“Ill take this stock, the prospectus is very attractive printed 
on this lovely pale blue paper!” 


the Fair Deal on all fronts, and 
refuse to compromise or apologize 
for what thev haven't done. Bui 
the thinking underneath is work- 
ing that way. 

And there is no more persuasive 
among the GOP leadership 
for this bold new approach than 
Representative Wolcott. 


ilgure 


Incidentally, the conservatives 
in Congress were keenly disap- 
pointed at the anxiety of the big 
correspondent banks to get in 
the underwriting of public hous- 
ing bonds and by that stand 
promise their opposition to public 
housing. 

“Maybe when this all shakes 
down.” explained one, “the big 
banks will make some_ such 
grand sum as $160 fer turning 
over a million dollars of hous- 
ing authority bonds. At the 
same time they will to that ex- 
tent sacrifice their opportunity 
to snake rental property loans 
of their own and further help 
perpetuate the low interest rate 
patiern. It goes to show that if 
yeu want to take over the pri- 
vate enterprise system, just set 
a trap and put a little cheese in 
at.” 


on 


The 
Monetary 


proposed independent 


Commission study, it 
now develops, has for its backing 
professional small business 
and the 


This is 


the 
Federal Reserve 


the 


lobbv 


Board. study which 


CUORh= | 


would be made by an 18-man 
commission, half from government 
and Congress, and half of private 
c!tizens, to look into the whole 
question 91 monetary controls. 

Small business advecates are 
backing the thing on the prem- 
ise thal, some how it will lead to 
readier access to venture capi- 
tal. Their champion is Chair- 
man Maybank of the Senate 
Banking Committee, who in- 
iroduced the bill. 

For the Reserve 

study offers the prospect that any 
inquiry into monetary manage- 
ment will disclose the heiplessness 
of the Reserve System deal 
with the management of monev 
and credit in view of the size of 
the public debt and the commit- 
inent to peg the value of long- 
term bonds. 

This commission idea, how- 
ever, has at least the covert op- 
position of the Treasury, which 
sees only “confusion” in the 
public mind” resuiting from 
dragging this qeustion Gut into 
public debate. Unless Treasury 
opposition is silenced, this com- 

idea will get nowhere 


Board, the 


to 


mission 
in 1949. 


Government agencies 
that many outside the capital cits 
| want to 
| deflation plan the Administration 
will the 
In- 


report 


kno‘v what is the anti- 


of{ter when, as, and if 


business recession gets bad. 
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quiry clevelops, in a nutshell. 


report 

(1) The Administration has 
plan for fighting a depression, de- 
spite the presumption to the con- 
trary in all the Presidential and 
other Administration statements 
ihat they will prevent a depres- 
sion. The lack of an anti-defla- 
tion plan in particular has the 
Council of Economic Acavisers 
worried. 

(2) If, only IF the depression 
really develops, is the Adminis- 
tration likely to sanction or pro- 
mote measures. There is no 
likelihced of actual programs 
being pushed just to anticipate 
a business downturn. It is un- 
likely, according to informed 
observers, that business could 
get bad enough for the Admin- 
istration to get excited enough 
about it to back far-reaching 
measures before the present ses- 
sion of Congress. 

(The Administration, of course, 
uses as an additional argument 
much of the discarded Fair 
Deal program, the thesis that it is 
depvressicn-preventing. ) 

(3) In the event of a serious 
business set-back later this year, 
don’t anticipate monetary devices. 
The Administration is pretty well 
sold that tinkering with the money 
will not work and that pushing 
the banks full of cash will not 
persuade banks to lend when 
business risks are poor. 

(4) When tne time comes, if 
ever, that the Administration 
DOES decide to combat a depres- 
sion, then look for every pressure 
group within the government and 
Congress to plead its own special 
program THE CURE. Thus 
the planners will back everything 
Which will put government in 
business and in control of the 
economy. The Congress will back 
local relief, tax cuts, and subsidies. 

All these diverse proposals 
will have to shake down, first 
within the Administration be- 
fore they are adopted by the 
Administration, and then shake 
down in compromises between 
Congress and the Administra- 
lien. 

(This column is intended to re- 
flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and may or may not coincide with 
the “Chronicle’s” own views.) 
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Edward B. Cantey Opens 

COLUMBIA, S.C. Edward 6B 
Cantey has opened offices in the 
South Carolina National 3ank 
Building to engage in the securi- 
Mr. Cantey the 
Abbott. Proctor & 


as 


business. in 


with 


ties 
past was 


Paine. 





Trading Markets: 


Ralston Steel Car 
“Oregon Portland Cement 
Riverside Cement A & B 
Spokane Portland Cement 


*Latest Figures Available 
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